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634. Also, memorial of Reno Stock Exchange, expressing 

its disapproval of revenue stamp taxes on corporation stock 
and indorsing the amendment to the tax bill proposed by 
~enator HARRISON providing for the repeal of said stamp taxes; 
to the Committee on Ways and Means. 

635. By Mr. CELLEH.: Petition of the Kings County Repub
lican Club, of New York City, urging reward to the ~liens of the 
steamship Roosevelt with United States citizenship; to the 
Committee on Immigration and Naturalization. 

636. AI o, resolution adopted by the American citizens of Pol
ish descent, 569 East Fifth Street, New York City, seeking to 
amend the immigration act of 1924 so that the wives, hus
bands, unmarried minor children, and parents of citizens of 
the United States, and of permanent residents who have de
clared their intention to becom(: citizens of the United States, 
may be admitted as nonquota immigrants ; to the Committee 
on Immigration and Naturalization. 

637. ~Mr. DARROW: Memorial of the Philadelphia Board 
of Trade, opposing the enactment of Senate bill 22b'9, to stimu
late commerce in agricultural products, etc.; to the Committee 
on Agriculture. 

638. By Mr. GARBER: Letter from the Chamber of Com
merce, Fort Dodge, Iowa, protesting against Senate bill 575, 
known as the Gooding long-and- hort-haul bill; to the Com
mittee on Inte state and Foreign Commerce. 

639. Also, report of the committee of the Northwestern Bap
tist Association in regular annual session at Buffalo, Okla., Oc
tober 15, 1925, opposing any change in the prohibition law, the 
Volstead Act, or eighteenth amendment to our National Con
stitution; to the Committee on the Judiciary. 

640. Also, resolution by the Ohio Wholesale Grocers' Associ
ation Co. relating to Federal legislation legalizing resale-price 
maintenance; to the Committee on Interstate and Foreign 
Commerce. 

641. Also, petition by Fort Whipple Chapter No. 3, of the 
Disabled American Veterans of the World War, suggesting 
amendments to World War veterans act of 1924; to the Com
mittee on Military Affairs. 

642. Also, resolution of the New Mexico Cattle and ·Horse 
Growers' Association, indorsing Senate bill 595, known as the 
Gooding long-and-short-haul bill; to the Comrnlttee on Inter
state and Foreign Commerce. 

643. Also, resolution by the Associated Traffic Clubs of 
America, stating that the Congress should pass a law charging 
the Interstate Commerce Commission with the regulation of 
motor vehicles when engaged in interstate commerce; to the 
Committee on Interstate and Foreign Comme1·ce. 

644. Also, resolution of the National Preservers' Association, 
authorizing the officers and executive board 'of their association 
to oppose the enactment of Senate bill 481 and House bill 39; 
to the Committee on Agriculture. 

645. By Mr. KVALE : Petition of the Elvansville Parent
Teachers' Association, resolving that the education bill before 
Congress should be enacted into law; to the Committee on 
Education. 

046. Also, petition of the Willmar Branch Railway Mail 
Association, Tenth Division, resolving to go on record as ex
pressing their approval of the following bills : Lehlbach retil·e
ment bill, Kelly bill (H. R. 4476), Kelly bill (H. R. 4477), Kelly 
bill (H. R: 5697), Griest bill (H. R. 3838), Mead bill (H. R. 
3508), Schneider bill (H. R. 14) ; to the Committee on the Post 
Office and Post Roads. 

647. Also, petition of the Alexandria Commercial Club, favor
ing the establishment of a Great Lakes-St. Lawrence waterway; 
to the Committee on Rivers and Harbors. 
. 648. Also, a petition of Business Forum of Minneapolis, for 
the construction of the St. Lawrence ship canal for· the bringing 
of ocean shipping into the Great Lakes, by providing a chan
nel around the rapids of the St. Lawrence River between Mon
treal and Lake Ontario; to the Committee on Rivers and 
Harbor .. 

649. Also, petition of several farmers to secure the passage of 
an amendment to the present immigration laws that will protect 
their interests in the event of tbe development of a shortage in 
the supply of farm laborers; to the Committee on Immigra
tion and Naturalization. 
• 050. Also, petition of representatives of 60 country members of 
the Federal reserve system in central and northern Minnesota 
relative to Federal reserve system; to the Committee on Bank
ing and Currency. 

651. By Mr. O'CONNELL of New York: Petition of the Upper 
Bu hwick Civic Association of Brooklyn, N. Y., requesting the 
Congress to bring the coal strike to a settlement and to put an 
end to the existing deadly tragedy, the privation!=l and hard
ships of the very poor people being frightful ; to the Commit
tee on Interstate and Foreign Commerce. 

SENATE 
THURSDAY, Febr-uary 11, 1926 

(Legislative d.ay of M01uLay, Febru&ry 1, 1926) 

The Senate reassembled at 11 o'clock a. m., on the expira
tion of the recess. 

The VICE PRESIDENT. The Senate resumes the consid
eration of House bill No. 1. 

T.AX REDUCTION 
The Senate, as in Committee of the Whole, resumed the 

consideration of the bill (H. R. 1) to reduce and equalize taxa
tion, to provide revenue, and for other purposes. 

Mr. SMOOT. Mr. President, I suggest the absence of a 
quorum. 

The VICE PRESIDENT. The clerk will call the roll 
The Chief Clerk called the roll, and the following Senators 

answered to their names: 
Ashurst Fernald King 
Bayard Ferris La Follette 
Blease Fess Lenroot 
Borah Fletcher McKellar 
Bratton Frazier McLean 
Brookhart Geo1·ge McNary 
l3roussard Gerry Metcalf 
Bruce Gillett Moses 
Butler Glass Neely 
Cameron Goff Norbeck 
Capper Hale Norris 
Copeland Harreld N:ve 
Couzens Harris Uddie 
Cummins Harrison Overman 
Curtis Heflin Pepper 
Dale Howell Phipps 
Deneen Johnson Pine 
Dill Jones, Wash. Ransdell 
Edge Kendrick Reed, Mo. 
Ernst Keyes Reed, Pa. 

Robinson, Ind. 
Sackett 
Sheppard 
Shipstead 
Shortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Stephens 
Swanson 
Trammell 
Tyson 
Wadsworth 
Walsh 
Warren 
Watson 
Weller 
Willis 

Mr. SHEPPARD. The junior Senator from Texas [Mr. 
MAYFIELD] is absent on account of illness. This announce
ment may stand for the day. 

The VICE PRESIDENT. Seventy-nine Senators having an
swered to their names, a quorum is present. 

Mr. SMOOT. Mr. Pre ident, I ask that the Senate turn to 
page 135 of the bill At the request of the Senator from 
Nebraska [Mr. NoRRIS], the amendments on that page, in line 
5, line 18, and line 22, involving the insertion of the words 
"without assessment," were passed over. The Senator from 
Nebraska bas made an examination of the reasons why the 
words were inserted, and be has no objection now to the 
amendments. 

The VICE PRESIDENT. The clerk will state the :first 
amendment. 

The CHIEF CLERK. On page 135, line 5, after the word 
"court," insert the_ words "without assessment." 

The VICE PRESIDENT. Without objection, the amendment 
is agreed to. 

The CHIEF CLERK. On page 135, line 18, after the word 
"court," insert the words "without assessment." 

The VICE PRESIDENT. Without objection, the amendment 
is agreed to. 

The CHIEF CLERK. On page 135, line 22, after the word 
"court," insert the words "without asse sment." 

The VICE PRESIDENT. Without objection, the amendment 
is agreed to. 

Mr. SMOOT. I yield to the Senator from Wyoming [Mr. 
WARREN] to submit a report from the Committee on Appro
priations. 

URGENT DEFICIENCY APPROPJUATIONS 

Mr. WARREN. Mr. President, from the Committee on Ap
propriations I report back favorably with amendments the 
bill (H. R. 8722) making appropriations to supply urgent defi
ciencies in certain appropriations for the fiscal year em1ing 
June 30, 1926, and prior :fiscal years, to provide urgent supple
mental appropriations for the fiscal years ending June 30, 
1926, and June 30, 1927, and for other purposes, and I submit 
a report (No. 165) thereon. I give notice that I shall seek 
to call up the bill immediately on the concluPion of the con
sideration of the revenue bill. 

The VICE PRESIDENT. The bill will be placed on the 
calendar. 

PER CAPITA PAYMENT TO CHIPPEWA TRIBE OF MTN-"'ESOTA 

Mr. HARRELD. "Mr. President, the bill (H. R. 1"3) pro
viding for a per capita payment of $50 to each enrolled nH"m
ber of the Chippewa Tribe of Minnesota from the funus :::;taucl
ing to their credit in the Treasury of the "Cnited St' t-:·-· i~ 
before us now in fhe form of a favorable report fr. ·m the 
Committee on Indian Affairs. I ask unanimous consent for 
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the immediate consideration of the bill because of some emer
gency features connected with it. 

Mr. SMOOT. I have no objection, if it does not lead to any 
debate. 

Mr. HARRELD. I do not think it will, because it is ~n emer
gency matter, and the department is very anxious to have the 
bill expedited. 

Mr. SMOOT. So I am informed. 
The VIOE PRESIDENT. Is there objection to the present 

consideration of the bill? 
There being no objection, . the bill was considered as in Com

mittee of the Whole, and it was read, as follows: 
Be it ellacted, eto., That the Secretary of the Interior be, and he is 

ber('by, authorized to withdraw from the Treasury of the United States 
so much as may be necessary of the principal fund on deposit to the 
credit of the Chippewa Indians in the State of Minnesota, arising 

• under section 7 of the act of January 14, 1889 (25 Stat. L. 642), en
titled "An act for the relief and civilization of the Chippewa Indians 
in the State of Minnesota," and to make therefrom a per capita pay
ment or distribution of $50 to each enrolled member of the tribe, 
under such rules and regulations as the said Secretary may prescribe : 
Provided, That before any payment is made hereunder the Chippewa 
Indians of Minnesota shall, in such manner as may be prescribed by 
the Secretary of the Interior, ratify the provisions of this act and 
accept same: PrO'Vided j1wther, That the money . paid to the Indians 
a.s authorized herein shall not be subject to any lien or claim of attor
neys or other parties. 

The bill was reported to the Senate without amendment, or
dered to a third reading, read the third time, and passed. 

PETITIO "S AND MEMORIALS 

I\lr. WARREN presented a memorial signed by 200 citizens 
of Jacksons Hole, Teton County, Wyo., remonstrating against 
any extension of the boundaries of the Yellowstone National 
Park, which was referred to the Committee on Public Lands 
and Surveys. 

Mr. WILLIS presented a petition of sundry members of the 
faculty of Western Reserve University, at Cleveland, Ohio, 
praying an amendment of existing copyright law so as to in· 
elude mirneographic copies as well as copies made by the 
photoengraving process, which was referred to the Committee 
on Patents. 

REPORTS OF COMMITTEES 

1\Ir. SHORTRIDGE, from the Committee on Naval Affairs, 
to which was referred the bill (S. 2086) for the relief of A. T. 
1\fal'll, reported it with amendments and submitted a report 
(No. 166) thereon. 

Mr. HOWELL, from the Committee on Claims, to which was 
referred the bill (S. 2679) for the relief of Herman A. Lueking, 
submitted an adverse report (No. 167) thereon. 

BILLS INTRODUCED 

Bills were introduced, read the first time, and, by unanimous 
consent, the second time, and referred as follows: 

By Mr. EDGE: 
A bill (S. 3101) for the relief of Harold Eugene 1\IcCarthy; 

to the Committee on Naval Affairs. 
By Mr. CAPPER: 
A bill (S. 8102) to modify and amend the act creating the 

Public Utilities Commission of the District of Columbia; to 
the Committee on the District of Columbia. 

By Mr. SHORTRIDGE: 
A bill (S. 3103) authorizing the construction of a bridge 

across the Colorado River near Blythe, Calif. ; to the Com
mittee on Commerce. 

By 1\Ir. WILLIS : 
A bill (S. 3104) granting an increase of pension to Julia A. 

Leisle (with accompanying papers) ; to the Committee on 
Pensions. 

By Mr. DILL: 
A bill ( S. 3105) granting a pension to Mary E. Kester ; and 
A bill (S. 3106) granting a pension to Mary Stevens; to the 

Committee on Pensions. 
CHANGE OF REFERENCE 

On motion of Mr. W .ALBH, the Committee on Public Lands 
and Surveys was discharged from the further consideration of 
the bill ( S. 1047) to reimburse the State of Montana for ex
penses incurred by it in suppressing forest fires on Government 
land dur~ the year 1919, and it was referred to the Commit-
tee on Claims. · 

AMENDMENT TO AGRICULTURAL .APPROPRIATION BILL 

Mr. RANSDELL submitted an amendment intended to be 
proposed by him to House bill 8204, the Agricultural Depart
ment app.ropriation bill, which was referred to the Committee 
on Appropriations and ordered to be printed as follows: 

On page 50, after line 17, add a new paragraph, as follows: 
" For the experimental construction of airplanes to be used for the 

purpose of spreading arsenicals in du.st form on a large field scale 
against the cotton boll weevil and such other insects as may be con
trolled by this measure ; for the compensation of expert employees 
in this work and for the purchase of special parts, special instruments, 
sPecial expecimental dusting equipment, hangars, testing sheds, tools, 
machinery, etc., including employment of persons and means, in · the 
city of Washington and elsewhere, $250,000." 

MESSAGE FROM THE HOUSE 

A message from the House of Representatives, by Mr. Far
rell, its enrolling clerk, announced that the House had passed 
an act (H. R. 264) to amend an act to provide for the appoint
ment of a commission to standardize screw threads, in which it 
requested the concurrence of the Senate. 

HOUSE BILL REFERRED 

An act (H. R. 264) to amend an act to provide for the 
appointment of a commlSsion to standardize screw threads was 

. read twice by its title and referred to the Committee on Manu
, factures. 

TAX REDUCTION 

The Senate, as in Committee of the Whole, resumed the con
sideration of the bill (B. R. 1) to reduce and equalize taxa
tion, to provide revenue, and for other purposes. 

Mr. COPELAND. Mr. President, I would like to suggest to 
the Senator from Utah [Mr. SMOOT] that he carry out his origi
nal plan for night sessions until the revenue bill is concluded. 
There is no reason that I can see why we might not have 
passed the bill two days ago. I think we can and ought to 
stay here until the bill is completed. I am speaking this way 
because four or five days ago the Senator from Utah sug
gested, because of my interest in the coal bill, that I was 
filibustering. 

llr. SMOOT. Oh, no. 
Ur. COPELAl\TD. The time taken on the coal question would 

not begin to compare with the time the Senator from Ken
tucky [lir. ERNST] occupied the other day in reading an offi
cial report. My friend the Senator from Pennsylvania [Mr. 
REED], the friend of the Secretary of the Treasury, has taken 
five times as much time defending him as we have taken in the 
consideration of the coal question. 

My suggestion is that we remain in session to-night until 
we complete the revenue bill. I hope the Senator from Utah 
will not yield to importunities to adjourn early but will hold 
the Senate in session until we finish the bill. 

Mr. SMOOT. Mr. President, last night the Senator n·om 
Utah would not have consented to taking a recess, but we 
foun.d that we could not keep a quorum here. There were a 
number of Senators who made that statement when I pleaded 
for the Senate to remain in session until 10 o'clock. 

Mr. COPELAND. Senators should stay here. It is not right 
to go a way and break a quorum. On this side of the Chamber 
we desire to see the bill finished, and I hope the Senator from 
Utah will insist on the Senate remaining in continuous session 
until we complete the bill. 

1\Ir. SMOOT. I do not confine my last suggestion to Senators 
on one side of the Chamber alone. Last night the suggestion 
came from both sides of the Chamber. I hope to have the 
Senate remain in session until 10 o'clock to-night. 

Mr. WILLIS. Mr. President, I wish to ask the Senator from 
Utah a question while we are discussing this matter. Some of 
us have engagements that we would like to fill on occasion 
of Lincoln's birthday to-morrow, but I have no disposition to 
run away from the work now before the Senate. I simply 
want to know what the Senator's plans are. Can he give us 
any indication as to when he expects to get a final vote on the 
pending measure? 

Mr. SMOOT. I wish to get a vote on the bill at the very 
earliest moment, but I do not think we shall have concluded 
its consideration until to-morrow evening! anyway, in view of 
the number of Senators who have alreaay told me that they 
have amendments and the questions which will be discussed 
when the bill reaches the Senate. That, I will say to the 
Senator, would be my opinion on that subject. 

Mr. WILLIS. In all probability, then, there will not be a 
final vote on the bill until Saturday? I understand, however,· 
that the Senator from Utah can J!Ot speak \vith definiteness 
as to that. 

Mr. SMOOT. I can not say positively~ but I certainly hope 
we shall reach a vote on the bill by to-morrow night. 

Let me say to the Senate at this time that I do hope the 
final vote on the bill will not be delayed later than to-morrow 
night. If we shall then vote finally on the bill we can have it 
printed and the conferees can begin work on Sunday morning. 
We do not wish to lose a day, and if the bill shall go over 

/ 
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until Saturday we ~hall not be able to have it printed in order j be satisfied to let us proceed I think we can get the bill through 
to begin consideration of the bill in conference on Sunduy. I I quickly. · . 
would be delighted, I will say to the· Senator, if the bill shall Mr. NORRIS. We would have proceeded if it had not been 
pass to-morrow. for the interruption of the Senator from New York, who started 

Mr. WILLIS. The Senator from Utah, then, rather hopes to this debate about finishing the bill to-day. If he had said noth-
get a final vote on the bill to-morrow evening? ing about it there would not have been anything said, and we 

Mr. Sl\IOOT. I certainly hope so. would have been going on doing business. 
Mr. SMITH. I desire to ask the chairman of the committee l\1r. COPELAND. If my being quiet will facilitate the pas-

a question. I believe there are still some committee amend- sage of the bill, I will sit silent and will not ,_ay another 
ments remaining undisposed of, and we have agreed that those word. 
amendments shall be first considered? l\lr. NORRIS. The Senator began with an apology, which 

Mr. SMOOT. We' have still three committee amendments I do not think was necessary, because I voted with the Sena
remaining; and I wish to say now that the subcommittee, con- tor. I suppose he will next be telling about the time that I 
sisting of the Senator from Pennsylvania [Mr. REED] and the con umed in the debate in my discussion of the coal question, 
junior Senator from Utah [Mr. KING], to consider the question which was raised by him, and will be criticizing me for that. 
of amendments to the administrative feature have now com- l\Ir. SMOOT. l\lr. President, at this time I ask the Senator 
pleted that examination; and I learn from the Senator from from Pennsylvania [l\fr. HEED] to offer the committee amend
Penn ylvania that he is now ready to offer those amendmentg ments which have been agreed upon by the subcommittee to 
to the admini trative features of the bill which the department the administrative features of the bill. 
thinks are absolutely nece~sary. I ask the Senator from Penn- Mr. COPELAND. Mr. President, will the ·senator yield to 
sylvania to offer those amendments at this time. me for just a moment? 

l\Ir. HARRISON. Why does not the Senator from Utah take l\fr. S~100T. Yes. 
up some of the other propositions-for instance, the alcohol Mr. COPELAND. Mr. President, I will say that my friend 
tax? · from Nebra ka must be a little " off his feed " this morn~ 

Mr. SMOOT. The amendments to the administrative features ing, because we so often agree that I think he must forgive 
to which I refer will take but a very few moments, and t'l:len me if I disagree with him on occasions. Ordinarily, I expect 
we can consider the subject referred to by the Senator from to continue under his leadership as be thinks I have done in 
Mississippi. the past! 

Mr. SMITII. Mr. Pre~ident, I under tand there are some 1\lr. NORRIS. The Senator has not followed my leadership 
committee amendments which under the agreement will be Yery closely in the last day or two. As to being "off my 
first considered, and that then, immediately after their con- feed," I pre ume from tlte Senator's professional knowledge 
sideration, the probabilities are that we shall take up the he has better judgment on that question than have I. He is 
amendments to the administrative features of the bill? probably looking after his professional income when be suggests 

Mr. SMOOT. I should like to take up the amendments to that I need medicine, because he knows that I very often con
the administrative features of the bill right now. They will suit him about my physical condition. I did not know, bow
lead to no discussion, and I desire to get them out of the way. ever, that he bad a license to practice medicine in the District. 

l\1r. SMITH. There are some of us who have amendments It may be that there is a bill coming to me which I bad 
which we desire to offer to the bill and to have considered not anticipated, and that be is fishing around to get an oppor-
before the rush of the last minute anives. tunity to send another bill. [Laughter.] 

l\fr. Sl\IOOT. When the bill shall go into the Senate after Mr. REED of Pennsylvania. l\lr. President, reverting to 
its consideration in Committee of the Whole Senators will have the tax bill, I move that the word " such," on page 61, in line 
ample opportunity to offer their amendments. 4, be stricken out. It is merely a grammatical correction. 

I\Ir. SMITH. I understand that; but I want to "get a The VICE PRESIDENT. Without objection, the amend-
whack" at the bill while it is in Committee of the Whole. ment is agreed to. 

Mr. SMOOT. Senators will have ample time in which to Mr. REED of Pennsylvania. I send the following amend-
offer their amendments. ment to the desk. 

Mr. NORRIS. Inasmuch as the Senator from New York The VICE PRESIDENT. The amendment will be stated. 
[Mr. CoPELAND] is so anxious to finish the bill to-night and bas The CHIEF CLERK. After the amendment heretofore agreed 
announced that St>nators on the other side of the Chamber are to, following line 10, on page 334, it is proposed to insert the 
so anxious to accomplish that result, I should like to suggest to following: 
the Senator from South Carolina to take the matter up in the PERSONAL SE:RVICE CORPO:RA.TIONS 

cloakroom with the Senator from New York and decide 
whether or not the Senator from South Carolina will be allowed 
to offer his amendment. If we shall finish the bill to-night 
the probabilities are that amendments of individual Senators 
will have to be disposed of without debate. Therefore there 
is not any use of the Senator from South Carolina laying the 
unction to his soul that he is going to have any time in which 
to discuss his amendments. As I understand, we are to finish 
the bill to-night. 

Mr. SMITH. No. 
Mr. NORRIS. I do not see any reason why we should not 

finish the bill by 1 o'clock. 
Mr. Sl\IITH. No real reason? 
Mr. NORRIS. No. Just as soon as the committee amend

ments shall have been concluded there will be no reason why 
we should delay this wonderful bill and prevent this reduc
tion of taxes from taking place immediately. 

Mr. COPELAND. Mr. President, will the Senator from 
Nebraska yield to me? 

Mr. NORRIS. I yield. 
Mr. COPELAND. I simply want to say that I rejoice tlrat 

the Senator from Nebraska bas promised immediate action on 
the bill. If we are to get through by 1 o'clock it is because we 
have a guaranty that the Senator from Nebraska is not going 
to speak five hours again to-day, as be did a couple of days ago. 

Mr. NORRIS. The Senator from Nebraska bas no apology 
to make. He may speak five hours more. I consented the 
other day to a limitation of debate on tlle inheritance tax, and 
that agreement cut off quite a number of Senators, including 
myself, from calling attention to some of the sins here that 
the Senator from New York, who now joins in this wonderful 
coalition, wants to cover up. 

Mr. COPELAND. I want to say to the Senator that if my 
sins were to be covered up it would take several weeks of the 
time of the Senate; but if the Senator from Nebraska will 

SEC. -. Any individual who has paid a tax, in accordance wHh 
section 218 of the revenue act of 1918 or section 218 of the revenue 
act of 1921) as a stockholder of a personal service corporation shall 
be entitled to a eredit or relund, in the manner provided in section 
284, if (a) such corporation has been finally determined not to be a 
personal service corporation, and (b) such corporation has paid the 
tax imposed by Title II of the revenue act of 1918 or Title II of the 
revenue act of 1921, as the case may be, and (c) claim therefor is 
filed within one year after the enactment of this act, or before the 
expiration of the period of limitations upon the filing of such claim, 
whichever is the later. 

Mr. REED of Pennsylvania. Mr. President, in explanation 
of this seemingly confused amendment, it is necessary to state 
the conditions that have given rise to it. 

Mr. COUZENS. l\lr. President, will the Senator. yield· for a 
moment? 

1\Ir. REED of Pennsylvania. I am glad to yield. 
l\lr. COUZENS. Will the Senator tell u what is meant 

by "personal service corporation" before be proceeds? 
Mr. REED of Pennsylvania. Yes. A personal service cor

poration is one whose income is derived chiefly from the per
sonal services of the members of the corporation. An illus
tration of that would be an incorporated brokerage concern o1· 
an incorporated advertising agency or an incorporated llo~
pital. We can think of a great number of illustrations if we 
pause to do so. Under the excess profits tax law--

Mr. SMITH. I ask the Senator on what page the amend
ment comes? 

The VICE PRESIDENT. The amendment is proposed to 
page 334 of the bill. 

Mr. REED of Pennsylvania. It is a new section and comes 
on the last page of the bill, page 334. 

Under the excess profits tax law, as the Senate will remem
ber, we had a graduated scale of taxes running up to 80 per 
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cent on all that a corporation earned in excess of 8 per cent 
on its capital. It is perfectly obvious that the capital of 
these personal-service corporations is in their brains, and 
Congress recognized that in the early revenue laws by provid
ing that if they were true personal-service corporations of 
that sort they might make their returns as individuals, in
cluding the earnings of their proportion of the corporation. 
'l.'hat made them subject to tlie personal surtax, but got them 
away from the very. high rates under the excess profits tax 
law. So far so good. Many cases were doubtful. The tax
payers themselves and the bureau were not sure whether the 
corporations did fall within the definition of personal-service 
corporations or whether they did not. In tho:e cases they 
would make their returns as individuals ani then fight out 
the question with the bureau as to whether they were entitled 
to the benefit of that provi ion or not. Many of those cases 
were decided against the taxpayers. The bureau held that 
they should properly be taxed as corporations and should pay 
thig high excess-profits tax; and that was all right; we are 
not trying to correct that; but then the trouble came in this 
way: The individual had paid his tax when he made his re
turn; he had paid it as an individual, and could not claim 
credit for that payment on account of the tax which was due 
from the corporation. So the Government had to go ahead 
and collect the full tax from the corporation without giving 
any credit for the amount of money that had been paid by the 
individual when he filed his individual return. The result 
wa.'l that the Government collected a tax both from the indi
vidual and from the corporation on the same earnings. 

The Senator from Virginia [Mr. SwANSON] told us .at some 
length the other day of a case of this ort which had come 
up from his State, and he showed a. case that is typical of a 
great many. The statute of limitations had run against any 
claim for a refund by the individual and the a ·sessment had 
be~!l. made against the corporation, and it was obvious that 
unless we bad something like this amendment the United 
States would have collected two taxes on the same income. 

Mr. SMITH. Mr. President, if the Senator from Pennsyl
vania will allow me, I think in a hospital case in my State 
almost identically the same situation aro e as that to which 
the Senator is now calling attention. 

Mr. REED of Pennsylvania. I think that is quite likely, 
and, of course, it is not fair, and we ought in all good con
science to correct it. 

Mr. SMITH. As I understood that case, a member of that 
corporation paid his personal tax and paid on identically the 
same thing when the corporation tax came up. 

Mr. REED of Penn ylvania. Precisely--
Mr. NORRIS. Mr. President, I thought the Senator from 

Pennsylvania had not concluded. Had he? 
Mr. REED of Pennsylvania. Ye ; I yield the floor. 
Mr. NORRIS. Then, Mr. President, I want to say a few 

words. Perhaps I should apologize to the Senator from New 
York for taking up time now. So far as I am able to see, there 
is not any objection to this amendment; but I should like to 
call my colleague's attention to the amendment, if he will 
give me his attention. 

This amendment has not been printed; has it? 
Mr. SMOOT. No. 
Mr. NORRIS. No one has read it, and no one has heard it 

read, perhaps, except from listening to the reading at the desk. 
I have had my attention called to a series of cases that are 
pending; and I have been told by the prosecuting attorney 
representing the Government in the trial of one of those cases, 
a sort of a test case, that in his judgment there are hundreds, 
if not thousands, of slmilar cases. The oue that was tried 
as a test case is now on its way to the Supreme Court of the 
United States. Involved in that case was tl:ie question of 
the excess-profits taxes of corporations, as I understood; and 
last night I r<"ad the opinion of the court of appeals in which 
this test case was decided. The opinion seemed to be quite 
clear, but it had the excess-profits tax involved in it in a 
case where the corporation, as the judge rendering the opinion 
said, had been dissolved just on the eve of the enactment 
of the law of 1917, I think. What law was it in which that 
tax wa repealed? 

1\lr. RIDED of Pennsylvania. The law of 1917 was the one 
that first established the excess-profits tax. 

1\fr. NORRIS. I de ire to ask my colleague the date. I do 
not know whether or not he read the case. I was going to 
consult with him thi morning about it. 

1\Ir. REED of Pennsylvania. The law of 1921 repealed it. 
1\Ir. NORRIS. Was that the l>ill that was enacted and be

came a law in October? 
1\Ir. REED of Pennsylvania. November 23, 1921. 

Mr. NORRIS. The dissolution of the corporation I am 
speaking of took place in August. It took place after the bill 
had pa ·sed the House, had cotne to the Senate, and bad been 
reported by the Senate committee, because the judge referred 
to the fact that corporations of this ki,nd always kept close tau 
on the action of Congress. It was quite apparent at the time 
of the dissolution of the corporation that Congress was going to 
enact the law which later it did enact, but which at that time 
had not been enacted; and the judge held, for various other 
reasons that it is not neces ·ary to enumerate, that they dis
solved with the i,ntention of avoiding the corporation tax and 
escaping taxation. 

Mr. Sl\IOOT. What year was that? 
Mr. NORRIS. I can not give the Senator the year. 
Mr. REED of Pennsylvania. It must have been the year 

1917. 
1\Ir. NORRIS. It probably was. 
Ir. REED of Pennsylvania. Because dissolution in 1921 

would not have any bearing on that case. 
Mr. NORRIS. Would any case of that kind be affected by 

this amendment? 
Mr. REED of Pennsylvania. Not at all. 
l\lr. NORRIS. Can the Senator give me any information as 

to whether the enactment of this amendment into law would 
end the litigation that is pending now in which . this question 
is involved? 

1\Ir. REED of Pennsylvania. I do not know of any litiga
tion involving this question, but I speak largely f1·om ignoranc . 
There might be such litigation tllat I had not heard of. 

Mr. Sl\IOOT. These are cases where they have hotb paid 
the double tax-the excess-profits tax and the iudividual in
come tax. 

1.\Ir. NORRIS. Certainly wherever a man bas 11aid a doubla 
tax we ought to return it. There is not any question about 
that. 

1.\fr. Sl\IOOT. Thi applie · only to the douhle tuxes. 
Mr. NORRIS. That was not involved in this case, the opin

ion in which I read last night. 
Mr. REED of Penn ·ylvania. Mr. President, if the Se.nator 

will indulge me--
Mr. NORRIS. Yes ; I shall be glad to do so. 
l\Ir. REED of Pennsylvania. I will say that in another 

amendment, which we have already adopted, we have made 
very clear the liability of the transferees of corporate prop
erty upon dissolution, and have provided very distinctly that 
the liability of the corporation for its tax shall persist as far 
as that property L'3 concerned in the hands of the transferees 
after it dissolution. We are trying very hard to cover such 
ca.;es. I think it is already the law. The general law of cor
porations applicable to failure to pay a debt on disHolution, I 
think, protects that. 

Mr. N"ORUIS. This particular case that I said wa a test 
ca e upon which a good many other cases depend, as I under
stand from the affidavits that I read in the case, was one 
where the Government sought to hold stockholders in the cor
poration liable for the tax of the corporation where the cor
poration had dissolved, sold its property, and turned all the 
proceeds of it over to the members of the corporation in pro
portion, of course, to the amount of stock that they owned in 
the corporation. They were legally dissolved under the laws 
of the State. 

:Mr. S~IOOT. But they ran the business as a partnership 
so as to escape the excess-profits tax? 

1\Ir. NORRIS. No; they dissolved the corporation in order 
to do that. 

l\lr. SMOOT. That is what I say. 
Mr. NORRIS. I have some doubt whether that corporation, 

which was a close corporation with only four or fixe stock
holders, would have l>een held to be a per~onal-senice cor
poration. The question of double taxation, howeYer, was not 
involved in the case. If it had been, I should be glad to 
relieve them. It was simply a que. tion of escaping taxation 
under the law as it existed at the time they were in bnsincss. 

:Mr. REED of Pennsylvania. This amendment applies only 
to cases where the tax has been paid twice. 

The YICEJ PRESIDE~T. The question is upon agreeing to 
the amendment. 

The amendment was agreed to. 
Mr. REED of Pennsylvania. Now, ~lr. Pr('~ident. I a k a 

reconsideration of the amendment on page 334, which deals 
with the filing of claims for amortization; and I hope the 
Renate will be patient with me if I try to explain what cau. es 
my request. 

The amendment already adopted provides tllnt claims for 
amortization shall be pe~·mitted if filed before Jllarcll 3, 1024. 
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If the action on this amendment is reconsidered, I propose to 
IDO\e that that date De changed to June 15, 1924. 

Tbere is probably no question under the income tax laws 
that is so complicated as this matter of amortization. The 
Senator from 1\lichigan [Mr. CouzENs] and his committee 
haYe studied it exhaustiYely for the past two years; and I 
know the Senator will agree with me in the statement I have 
made, that 1t is probably the most complicated question under 
all of the e tax laws. 

To go back to the original allowance of amortization, the 
iUea was that where a corporation or any other taxpayer had 
expended money to create facilities for the production of arti
cles that would help in the prosecution of the war the tax
payer should be allowed to deduct from his income the amount 
by which those facilities depreciated in value on the arri\al 
of peace. It was to give him credit for the wasted war cost, 
so to speak, of creating those facilities. 

A typical case would be that of a factory costing a million 
dolJars, built to produce machine guns, which after the war 
had a value, say, for any conceivable purpose, of half a mil
lion dollars. Obviously, there was a loss to the taxpayer, due 
to his effort to assist the Government during the war time. At 
all events, that was the philosophy of Congress in enacting this 
amortization law. 

As I recall, it was first put in the tax law of 1918, which 
actually was nQt signed by the President until February, 1919. 
Then, in the law of 1921 this same right to file amortization 
claims was recognized ; but an unfortunate clause was put jn 
the law, the effect of which seemed to occur to nobody at the 
time, which said that these claims should be allowed if the 
claim for amortization was filed with the return of the tax
payer for the year 1n which the amortization was taken. Sena
tors can see that the effect of that was to deny all claims for 
amortization unless they were filed with the original tax re
turn, say in the spring of 1919 or 1920, as the case may be. 

The bureau at first did not give these words that effect. 
T~y did not construe this clause in parenthesis as having that 
effect at all ; and they settled a -great many tax claims that 
inclu4'ed amortization allowances where the claim was filed 
long after the original return had been filed. In fact, there 
were two decisions by the solicitor of the bureau, to which I 
shall refer in a minute, which held that those amortization 
claims could be filed at any time within five years after the date 
for filing the original return. Then came a dec~ston by the 
Board of Ta:x Appeals, which put on this c!ause in parenthesis, 
the very strict construction to which I have referred. 

The Board of Tax: Appeals held that the solicitor had been 
all wrong, and the taxpayers' lawyers had been all wrong, and 
the current construction of the amortization law had been erro
neous, and that no claim should be allowed unless it was filed 
at the same instant as the original tax return. That not only 
defeats the intention of Congress but it works out a shocking 
inequality among taxpayers, because a great many of them have 
settled their cases, have got their tax paid, and got their ac
quittance from the Government, and their cases can not be 
opened up. 1\Iany of them had not filed their amortization 
claims at the moment of filing their tax return , and yet be
cause the bureau happened to get to them first, or because the 
auditors working on those cases were a little more active, those 
cases are settled and closed and can not be reopened, many of 
them, and those taxpayers have an advantage that no other 
taxpayer can get. On the other hand, there are a good many 
cases that the Government can reopen, because the period of 
limitation has not yet run. So that if that decision of the 
Board of Tax Appeals is going to stand the bureau will have to 
go back and open up a whole lot of cases that it thought were 
closed, and that, you see, works out fresh inequalities. 

It was agreed by all hands-by the Senator from Utah [Mr. 
KING] and myself, who were working on this matter as a sub
committee; by the Senator from Michigan [Mr. CouZENs], to 
whom we referred it because of his long interest in this very 
question; by his counsel, Mr. Manson, and by the counsel for 
the bureau-it was agreed by everybody that something ought 
to be done to establish a uniform rule. It was also agreed, I 
ought to say, that this amortization clause has been very much 
abused. 

It was very loosely drawn in the original act. It depended 
largely upon the discretion of the engineers and the auditors 
who were assigned to the case. It was very difficult to enforce, 
and we all agreed that we should not open up the door to the 
manufacture and filing of any such claims in the future. 

Those were the two extremes. We agreed we must not have 
any more claims filed in the future, and we were all agreed 
that something ought to be done. The problem then came to 
fix a date. The date of March 3 was originally put into this 
ttmendment as it was adopted last week, because, under a joint 

resolution, March 3, 1921, was the official date of the endinrc of 
the war for tax purpm;es. It is a curious contradiction tbat 
the Pre ident fixed July 2, 1921, as the official date of the end
ing of the war for most purposes, the -reterans' laws, for ex
ample, but in all tax questions the war officially ended on 
March 3, 1921, and the date of March 3, 1924, was originally 
put in this amendment because that was the end of the three-
year period from the official ending of the war. That date had 
been allowed by the bureau itself for filing claims, if my recol
lection is correct. We thought that did ju. tice, and the Sen
ator from Michigan, not yery enthusiastic about extending this 
time at all, I know, consented to that date of March 3. -. 

Mr. COUZENS. Mr. President, does the Senator mind teil
ing us why a three-year period from the ending of the war was 
fixed upon? 

Mr. REED of Pennsylvania. There· are so many techni
calities in this thing now that I am just a little bit afraid of 
involving myself over my head and over everybody else's 
head. Anyway, the three-year period was fixed and was recog
nized by the bureau. I guess it is enough to say that.- I think 
it was fixed in one- of the stattltes, probably in 1918. That is 
why we agreed on March 3. • . 

Since that agreement this situation has arisen. For a gooll 
many years before this decision of the Board of Tax Appeals it 
had been generally understood in the bureau that the tax
payer had five years after the date of the filing of a return 
to make his amortization claim. Solicitor Mapes and Solicitor 
Hartson, of the bureau, each rendered an opinion which, in 
effect, sustained that view. So that down until last year, -as 
far as the law was settled at all or could be said to be settled 
by these official opinions, these solicitors' views seemed to con
trol, and the lawyers of the country and the tax experts gen
erally relied on that. 

My attention has been called to one typical case, and perhaps 
it will make things clear if I refer to that with names and 
dates. The Smith & Wesson Co., manufacturers of revolvers 
up in 1\!assachusetts, built a factory at Springfield, Mass., 
for the sole purpose of making revolvers for the United States 
Army during the war. They wanted to file a claim for the 
amortization of that factory, because they believed it to be 
entirely worthless to them after the war, or practically 
worthless. They consulted their lawyers about it. The law
yers looked up the opinions of the solicitors of the Bureau of 
Internal Re-renue, and they said : 

Here are these two opinions of the solicitors which say you have 
five years to file your claim. 

Under the tax law of 1918, which was delayed in its pas
sage, the time for filing returns for the year 1918 was extended 
to June 15. So they said : 

You have five years from June 15 to set up your claim -for amortiza
tion which occurred to your factory because of the signing of the 
armistice. 

Obviously the moment pen was set to the armistice that 
revolver factory represented a big loss to the taxpayer. They 
deliberately refrained from filing their claim, because, as 
they and their counsel agreed, it would be ea ier to show 
the worthlessness of that factory if they delayed the filing 
of the claim until as late a date as possible, and so got all the 
evidence possible. They could have filed it sooner, but in 
reliance on the solicitors' opinions they did not do it. 

It seems to me that we O'Qght to make the date June 15 
because the good faith of the Go-rernment is involved, in a 
sense, not to take care of that particular taxpayer, for there 
are some others ; we can not ascertain the exact number, 
but not a very large number would be benefited. It seems 
to me we could not make the date later than June 15, 1924, 
because, although we have all been urged to--I dare say that 
every Senator who hear my voice has been urged to allow 
the general statute of limitations to fix the time-! feel that 
claims for amortization in the years that followed the war 
are not so meritorious as those of 1918. 

What Congress wanted to take care of was the collapse of 
value which occurred in these munition establishments ou 
account of the 8igning of the armistice, and therefore I think 
that a claim for amortization for the year 1918 stands on a 
far better footing than one for a later year. The great trouble 
with this amortization section has been that it has been taken 
aelvantage of by many taxpayers to recoup themselves for 
losses which occurred to them by reason of the panic of 1920 
and the depression ·of 1921 which followed it. That was not 
what Congress meant to do at all. We wanted to take account 
of tile change from war to peace, but we did not want to take 
·account of depreciations in value which came about through 
a general slump in business. That is why I think that while 
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we sh9uld take care In good faith of these claims of 1918 
there is no reason for giving the claims of 1919 and sub
sequent years privileges to which the taxpayers never thought 
they were entitled. I think the Senator from Michigan agrees 
with me in that. 

Mr. COUZENS. Does not the Senator agree that they have 
already gotten advantage of those subsequent years? 

Mr. REED of Pennsylvania. .A great many of them have, I 
am sorry to say; but we can not do anything about it. 

l\lr. COUZENS. To the extent of hundreds of millions of 
dollars? 

M:r. REED of Pennsylvania. I think to a very considerable 
extent. The total amortization allowances have been about 
$600,000,.()00. That does not mean the Government bas lost 
$000,000,000. 

1\Ir. COUZENS. It means, though, that they lost about 80 
per cent. 

Mr. REED of Pennsylvania. They lost the tax on $600,-
000.000. Part of that we meant the Government should lose. 
.A iarge part of it is properly iost; but some of those allow
ances I think were excessive. The Senator from Michigan and 
myself are of one mind on that. • 

Mr." COUZENS. 1\!r. President, when there was first pre
sented the amendment we are now asked to reconsider I recog
nized that many of these corporations had received excessive 
amortizati~n allowances, due to the slump in business and the 
depression in the f~ll of 1920 and in 1921. But there seemed 
to be no way of preventing it, and the allowances were made. 
In other words, they had gotten a way with it. They were 
working under the statute giving them three years from the 
official closing of the war, which was 1\!arch 1, 1921, as applied 
to the revenue act. So that inasmuch as many of them had 
received their allowances, lt seemed to Qe an injustice to estov 
those who had filed their claims prior to March 3, 1924, and 
in conference with the Senator from Pennsylvania [Mr. REED] 
I did not see how we could really object to doing equity be
tween the taxpayers. One of the greatest faults the committee 
which investigated the bureau found was the evidence of injus
tices between taxpayers plus the injusti<:es to the Government. 

After we agreed upon this date, and the amendment was 
adopted by the Senate, there appeared these claims referred 
to by the Senator fi·om Pennsylvania [Mr. REED], the claim
ants relying upon these decisions of two solicitors of the 
Bureau .of Internal Revenue. For myself, I would have liked 
to see them all estopped the year following the signing of 
the armistice; but that seeemed impossible of realization. So, 
to do equity between the taxpayers, I do not see how we can 
fail to recognize these two solicitors' opinions as giving the 
taxpayers five years from June 15, 1919, to file their claims. 
'l'hat means that no claim that was not filed prior tQ June 15, 
1924, will be considered, but all claims filed up to that time 
will be considered if this amendment shall be adopted. 
· Mr. REED of Pennsylvania. Mr. President, when we were 

considering this matter this morning in the subcommittee the 
Senator from Utah [Mr. KING] a ked that no action be taken 
on it until he had a chance to discuss it with Mr. Manson. 
I completely forgot that, and I hu ve unconsciously broken my 
agreement with the Senator. Therefore I shall have to ask 
that this go over for the present, until the Senator from Utah 
has had a chance to have that conference. 

The VICE PRESIDEN'l'. It will be passed over. 
Mr. SMOOT. That completes the administrative amend

ments, with the exception of the one that has just been passed 
over. I would like now to turn to page 264, the Board of Tax 
Appeals. 

The VICE PRESIDENT. The clerk will read the amend
ment. 

r.rhe CHIEF CLERK. The amendment passed over is at the 
bottom of page 265, to strike out lines 24 and 25, both inclu
sive, and on page 266 to strike out lines 1 to 7, both inclusive, 
and to insert : 

(b) The terms of office of all members who are to compose the 
board prior to June 2, 1926, shall expire at the close of busln£>ss on 
June 1, 1926. The terms of office of the 16 members first taking 
office after such date shall expire as designated by the President at 
the time of nomination, 4 at the end of the fourth year, 4 at the 
end of the sixth year, 4 at the end of the eighth year, and 4 at 
the end of the tenth year, after June 2, 1926. The terms of office 
of all successors shall expire 10 years after the expiration of the 
term9 for which their predecessors were appointed; but any mem
bt>r appointed to fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was appointed shall be ap
pointPd only for the unexpired term of his predecessor. 

(c) If at any time after the expiration of two years after the enact
ment of this act the President determines that the functions of the 

board can be performed efficiently by less than the number of mem
bers then in office, the President may by Executive order specify the 
number of members he determines to be necessary. After the issuance 
of sue~ Executive order, no appointments to fill vacancies shall be 
made until the number of members is reduced to the number so 
specified. 

1\lr. KING. l\Ir. President, I send to the desk an amend
ment to the committee amendment. 

The VICE PRESIDENT. The amendment to the amend
ment will be stated. 

The CHIEF CLERK. On page 266 line 10 strike out " lG" 
a,nd insert in lieu thereof "12," a~d on p;ge 266 strike out 
lines 8 to 21, inclusive, and insert in lieu thereof the fol
lowing: 

(b) The terms of office of all members who are to compose the 
board prior to June 2, 1926, shall expire at the end of June 1, 1:J:!6. 
The t~rms of office of the 12 members first taking office alter such 
date shall expire, as designated by the President at the time of 
nomination, four at the end of the second year, four at the end 
of the third year, and four at the end of the fifth year, after .June 
2, 1926. The terms o~ office of all successors shall expire five years 
after the expiration of the terms for which their predecessors were 
appointed; but any member appointed to fill a vacancy occurring 
prior to the ~xpiratlon of the term for which his precedessor was 
appointed shall be appointed only for the unexpired term of his 
predecessor. 

1\fr. KING. Mr. President, the amendment seeks to r(-duce 
the number of members constituting t~e Board of Tax Ap
peaL<:; from 16 to 12 and to shorten the terms of office of the 
various members of the board to a maximum of five years. 

On page 266 of the pending measure and line 10 the word 
"sixteen 11 is found in the sentence, "The terms of office of the 
16 member~ first taking office after such date shall expire," 
and so forth. 1\Iy amendment proposes to strike out the word 
"sixteen 11 and to insert in lieu thereof the word "twelve." 
In line 12 the provision read.s as follows : 
four at the end of the fourth year, four at the end of the sixth year 
four at the end of the eighth year, and four at the end of the tenth 
year, after June 2, 1926. 

1\ly amendment proposes to restrict the membership of the 
board to 12 and provides that the term of office of four shall 
terminate at the end of the second year after their appoint
ment, four at the e~~.d of the third year after their appoint
ment, and four at the end of the fifth year after June 2 1926 

Mr. PHIPPS. Mr. President, may I ask the Senator ~ queS: 
tion? 

The VIOE PRESIDENT. Does the Senator from Utah yield 
to the Senator from Colorado? 

1\Ir. KING. I yield. 
1\fr. PHIPPS. Can the Senator inform us as to the condi

tion of work of the Board of Tax .Appeals at the present time? 
How mnny cases are pending and how long will it require the 
present board of 16 members to bring the work up current? 

1\fr. KING. There are approximately 8 000 cases pending· 
that is, 8,500 appeals have been taken up to about a month 
ago, but many were di missed, hundreds of the appeals aban
doned, and a considerable number determined. Under the 
confused c~ndition resulting from former conflicting rulings, 
and unpublished ones; many taxpayers have sought to reopen 
cases or to appeal from the commissioners' rulings. But the 
situation will soon be cleared ; the accumulated " war cases " 
will soon be disposed of, so that the work of the board will 
soon diminish, and within two or three years the collections 
of the bureau will be current. But I repeat to the Senator I 
can not state definitely the number of cases now on the 
calendar. 

1\fr. REED of Pennsylvania. I can give the figures, if the 
Senator will, permit me to interrupt. 

Mr. KING. There have been 8,500 appeals taken to the 
board. 

Mr. REED of Pennsylvania. Does the Senator want the 
figures? 

Mr. PHIPPS. Yes; I would like to have the figm·es. 
Mr. REED of Pennsylvania. The total number of cases 

filed with the Board of Tax .Appeals up to the lust day of last 
month was 11,470. Of that number they have decided 1,275. 
They have dismissed for lack of jurisdiction, failure to prose
cute, or other causes 2,795. They have heard, but have not 
yet decided, 904 of the cases. The number of cases pending is, 
of course, the difference between the total of those three and 
the total number filed. 

Mr. PHIPPS. Of the total cases so far filed., over 7,000 
have not yet been considered· by the Board of Tax .Appeals. 
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Mr. REED of Pennsylvania. Not quite so many. The total · 

number of cases decided, dismissed, and so on, is 4,874, and 
that number from the total of 11,470 leaves about 6,600. 

Mr. SMOOT. In this connection I want to say to Senators 
that the board is receiving on an average of over 250 new 
cases each week, and no doubt they will continue at about that 
rate for a considerable time, but how long no one knows. 

Mr. REED of Pennsylvania. At their present rate of prog
ress they are disposing of about 425 cases a month. . 

1\Ir. PHIPPS. It seemed to me, from information I have 
had if the Senator from Utah wlll pardon me for taking hia 
tim~, that the proper moye would be to increase the number of 
members of the board rather than to decrease the number at 
the pre ent time. 

1\Ir. KING. I concede that a great number of cases ha\e 
been appealed to the board. The work which it is doing was 
performed formerly by an agency in the Tax Dnit which in 
effect correspond to the organization which the bill perpetu
ates. I want to say, however, that the great majority of cases 
which have been appealed and a great majority of those which 
will be appealed will fall into a limited number of categories, 
and the establishment of a I'ule-and rules are being estab
lished through the decisions-will automatic~-lly settle or dis
pose of many cases which reach the board. The Senator from 
Pennsylvania called attention a moment ago ·to about 2,800 
cases which have been either dismissed or abandoned. Many 
of the cases filed are based upon efforts to reopen settlements or 
obtain special assessments or secure benefits by having different 
interpretations placed upon invested capital provisions of the 
law. A decision by the board may lay down a rule which will 
dispose of thousands of cases, and automatically they will be 
dropped from the docket, or; at least, will not be prosecuted, 
and in due course will be dismissed. 

In my opinion, based upon the researches of the Couzens 
committee and information receivea from reliable sources, 12 
iudges could dispose of the business that will come before the 
Board of Tax Appe-als; and also, that within 2 to 4 years 
not more than 6 to 8 members of the board will be required. 

Mr. DILL. Mr. President--
The VICE PRESIDENT. Does the Senator from Utah yield 

to t11e Senator from Washington? 
Mr. KING. I yield. 
Mr. DILL. I want to ask the Senator why it is proposed 

now to change the term of office of these men? The term is 
now 10 years. The House proposes to make it 14 years. 
There 1s an amendment proposed to make it 12 years, and 
now the Senator from Utah proposes to make it 5 years. What 
is the reason for wanting to .change the term? Wby change 
the length of term of office every time we pass a revenue 
hlll? . 

Air. KING. This legislation creating the Tax Appeals 
Board was experimental in character. There were some pe~
sons who wanted to create a huge and imposing court, pano
plied with all the powers and dignity of Federal courts; 
judges were to be appointed who were to ha\e a life tenure 
of office. Out of the conflicting views the present organization 
was developed. It was fe1t that it might not function wen, or 
that radical changes might be necessary in its form and 
functions. The board has justified its existence, although 
there has been some critieism-particularly aa to the influences 
which secured the appointment of some of its members. 

When the Ways and Means Committee of the Hou e consid
ered the question early this year they provided for a board of 
16 with a maximum term of office of ~4 years. When the 
matter came before the Senate Committee on Finance the term 
was limited to 10 years. As I have indicated, the work of the 
-board will soon be reduced to such a point that but a few 
members will be needed. With the settlement of the war cases 
and claims, the question of depletion and amortization, and the 
bringing of the work of the tax unit to date-that is, so that it 
is kept current-the board's labors will be greatly reduced. 
I believe at the end of five years a board consisting of five 
.members will be sufficient to meet the needs of the Government 
and the people. 

Mr. REED of Pennsylvania. Does not the Senator think that 
the contingency is amply taken care of by the cominittee 
amendment, which begins at the bott;om of page 266, where the 
President is given authority to leave a vacancy on the board 
if at any time after two years he finds the work can efficiently 
be done by less than the full board? 

Mr. KING. The Senator knows how difficult it is to abolish 
an office. Political pressure is exerted, and the President can 
not always resist it. Indeed, under our system of party gov
ernment he responds to the wishes of his party, not always, but 
the departures are rare. It will be impossible to abolish any 
of ~ese positions. There will be an apparent necessity for 

retaining all the members, and a multitude of reasons will be 
urged for the filling of every vacancy. It is unfortunate that 
judicial positions should be partisan. 

I am told that, if not members of the present board them
selves, at least their friends are insisting that the terms of 
members of the board shall be extended. Senators know that 
when offices are created political pressure will be brought and 
an abnormal situation developed under which it will appear 
that there is a necessity for continuing the positions. 

M:x. SMOOT. May I call my colleague's attention to the fact 
that the House text provides for a term of 14 years? 

Mr. KING. Yes; I know it does. 
Mr. SMOOT. The Finance Committee cut that down to 10 

years. 
Mr. KING. That I have stated; it was a wise amendment, 

but I am not yet satisfied with the provision. I think we 
ought to cut the term down to five years. 

Ur. DILL. Why does not the Senate hold to the prese-nt 
term {)f 10 years? · 

Mr. REED of Pennsylvania. That is what we want to do. 
That is the Senate committee amendment now. 

Mr. DILL. I understood it was 12 years that was proposed 
by the Senate committee. 

Mr. SMOOT. No. We reduce it from 14 years, as the House 
text provided, to 10 years. 

Mr. DILL. I want to say a word against the lengthening 
of the terms. 'Vhenever we get an {)fficial in office and give 
him a long term it makes him arbitrary just to the extent 
we lengthen his term of office. I am not objecting to the pres
ent 1Q-year term, but I am obje<!ting to increasing it 

Mr. SMOOT. The House increased it to 14 years, but the 
Senate Finance Committee proposes to put it back to 10 years, 
which is the term under the present law. 

Mr. GEORGE. Mr. President--
Mr. KING. I yield to the Senator from Georgia. 
Mr. GEORGE. I wish to suggest to the Senator from Utah 

the fact that the board is empowered and is directed to hold 
hearings at o~her places than Washington. I think that a 
division of the board ought never to be composed of less than 
two ·members, and therefore, if they are to visit different parts 
of the country the number fixed in the bill would seem to me 
to be not too large. I think it very important that the board 
hold hearings in different parts of the country, so as to oblige 
the taxpayers; that is, to save them the great expense of 
coming to Washington _to present their cases. . 

I agree wit~ the Senator that in so far as the mere work 
of tbe board at its headquarters in Washington is concemed 
12 men or possibly 10 or it may be even 5 might do the work 
just as well as a larger number; but when it is considered 
that they are to hold hearings about the country and for the 
convenience of the taxpayers, which I 1·egard as important, I 
doubt the wisdom of reducing the number. 

Mr. NORRIS. Mr. President--
Mr. KING. I yield to the Senator from Nebraska. 
Mr. NORRIS. I want to get the Senator's idea about some 

questions that have arisen in my mind regarding the Board of 
Tax Appeals. I believe that it is more or less, and ought to 
be more or less, of a judicial nature. They will pass purely 
and solely upon questions of law. Am I right in that state
ment? 

Mr. KING.· Questions of fact necessarily are involved .. 
Mr. NORRIS. Oh, yes; I ought to modify my statement to 

that extent. 
Mr. KING. They are in a sense nisi prius courts. 
Mr. NORRIS. But it is their duty to say what the law is 

on the facts as they find them? 
Mr. KING. Yes. 
Mr. NORRIS. They are just the same as any other court 

in that respect? 
Mr. KING. Yes. 
Mr. NORRIS. Do these 16 members sit as a body and listen 

to arguments? 
Mr. KING. No ; they are divided into groups. 
Mr. NORRIS. That is what I supposed ; and the object of 

dividing them into groups is to expedite business? 
Mr. KING. Absolutely. 
Mr. NORRIS. So that, as a matter of fact, we have several 

courts? 
Mr. KING. And they are also ambulatory; they visit the 

various sections of the Unifed States for the purpose of con
sidering cases that may be presented instead of having the tax
payers come to Washington. 

Air. NORRIS. When one group goes to San Franci:;:co or 
some other place and sits on a series of cases, <1o they re.nder 
no judgment until they make their report to the full board? 
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Mr. KING. l\Iy understaQding is that they may render judg

ments-that is, pass upon preliminary matters. 
1\Ir. SMOOT. No; they do not. 
Mr. KING. That is, they may make their findings for 

pre. entation to the board when they report back to Washington. 
Mr. SMOOT. They make no findings at all. The court 

it elf makes the findings after the case is presented by the 
two or three members who have considered cases in other sec
tions of tlle country. 

1\lr. KING. I repeat, they can pass on all preliminary mat
ters, and thev can prepare their findings or views upon the 
testimony taken, so tllat when they return to Washington they 
may have ·omething concrete to present to the board. 

1\Ir. NORRIS. It seems to me that would bring about a 
court so large that delays would necessarily occur. 

lUr. REED of Pennsylvania. Mr. President. my attention was 
diverted when this conversation began, but if the Senator from 
Nebraska is spP.,aking about the hearing of cases by divisions of 
this court, I will say that the proposed act as reported pro
vides that the decision of any division of one or more mem
ber shall become final unless it shall be reviewed or ordered 
reviewed by the chairman within 30 days. 

1\Ir. NORRIS. It seems to me we are considering this tri
bunal as having rather a judicial aspect, and that, I think, 
is the way it ought to be considered. That puts a loophole 
into the proposed law that will not result in efficient work, 
becam•e here is a court composed of quite a large number of 
men-judges, let us call them-'divided up into divisions that 
go out into different parts of the country and come in and make 
their report. The tendency is naturally going to be, I should 
tbink-1 speak of it in no critical sense-that the report of 
one division would be approved mostly as a matter of form, 
and the judges involved in that decision would, as a matter 
of form approve a report coming from another division. 

I\lr. KING. I presume there will be such a coordination of 
the activities of those various groups--

1\Ir. NORRIS. What kind of men compose those groups? 
Is the junior Senator from Utah acquainted with the person

nel of the court? 
Mr. REED of Pennsylvania. I can advise the Senator about 

that, but I do not like to do it in the time of the Senator from 
Utah. -

1\lr. KING. I know the names of the members of the board, 
but I was observing, when interrupted, that there is coordina· 
tion of the activities of the various groups, so that there will be 
uniformity in the decisions. 

1\lr. NORRIS. I have no doubt that in their work one di· 
vision would be found down in New Orleans, for instance, 
considering questions that would be, perhaps, identical with 
questions that would be considered by another group in Phila
delphia or Pittsburgh or Harrisburg. 

Mr. KING. Exactly. 
1\fr. NORRIS. One of the things I think that everybody 

must concede as necessary if we are to obtain good results is 
that the decisions coming from this court shall not be conflict· 
ing; they must be uniform, of course. 

Mr. KING. Undoubtedly. 
Mr. NORRIS. They can not reach uniformity, it seems to 

me, if each division renders a ju.dgment and that becomes 
final unless somebody appeals from 1t. 

1\Ir. KING. The Senator from Nebraska knows that in some 
~tates the appellate courts have two or more divisions or sec
tions. In important cases the entire court will sit, but in 
many matters the controversies are submitted to a decision, 
usually three judges. 

l\lr. NORRIS. Somebody must do something in order to pre
vent. the decision from becoming final. 

1\Ir. REED of Pennsylvania. Mr. President--
Mr. NORRIS. Just a moment. If the decision of a division 

at San Francisco on a certain question is one way and a 
different conclusion is reached by another division in Boston, 
I can conceive that such conflicting opinions and judgments 
rendered by them might both stand unless it were necessary 
under their rules and regulations before either decision should 
become effective that they should be passed on by the full 
board. 

1\Ir. KING. Mr. President, the procedure provision of the 
act, I think, makes for certainty and uniformity of decision ; 
I think it is carefully guarded, and we need have no apprehen
sion in that regard. Section 906 and the subdivisions follow
ing fully protect against incongruities and wlll bring about 
uniformity. 

Mr. NORRIS. Of course, that is what we want. The cer
tainty of the law is almost as important as to have the law 
it elf, so that taxpayers may know what the law 1s. 

Mr. KING. I agree with the ~enato!:. 

Mr. NORRIS. If the decisions are promulgated and the law 
becomes a certainty, a decision in one case will often settla 
several hundred cases. 

Mr. KING. Undoubtedly. 
Mr. REED of Pennsylvania. Mr. President, will the Senator 

let me interfere at that point? 
1\Ir. KING. I yield. 
Mr. REED of Pennsylvania. The same provision, in suh

stance, is in the law to-day. The central office is in Washing
ton; every decision is reported to Viashington; and up to the 
present time every decision of a division has been looked over, 
privately if not publicly, by every member of the board before 
it has been published, and every decision is published for the 
benefit of the public. The board has built up already a sub
stantial set of reports. 

Mr. KORRIS. Let me ask the Senator another question--
1\Ir. Sl\100T. Mr. President, I have· the first volume of thos~ 

decisions ; there are over 1,200 of them ; and each decision in 
the first volume is on a different subject matter. 

Mr. NORRIS. Will not that result in the diminution of tha 
cases that are pending? Is it true that there are so many 
questions arising all the time that the work is increasing be
yond the power of the commission to pass on them and to keep 
the work current? 

1\Ir. REED of Pennsylvania. I think the board has all it can 
handle at the present time. 

1\lr. NORRIS. Will there not be a tendency toward the 
reduction in the number of cases that the board will even be 
called upon to consider if there is uniformity in their decisions? 

1\Ir. REED of Pennsylvania. Of course, that will be the 
tendency also because of the disappearance of the excess-profits 
tax cases, and because we are trying to simplify the law so 
as to cut out difficult questions of depletion, which always 
mean a lawsuit. As we get the law simplified, and the excess
profits tax recedes into history, the work of this board will be 
less. Then, if we put in the provision allowing the President 
to drop members of the board or to keep vacancies unfilled, 
instead of making prompt reappointments. If he finds that 
the board is catching up with its work, he will not have to 
fill a vacancy that occurs after two years. 

Mr. WILLIS. Mr. President--
Mr. KING. I yield to the Senator from Ohio. 
Mr. WILLIS. I desire to ask a question, either of the 

Senator from Utah or the Senator from Pennsylvania. I 
have not had opportunity sufil~iently to examine this section, 
or, perhaps, I could answer the question for myself. Is there 
any provisions, other than the general provision which appears 
in section 901, touching the qualifications of the members of 
this board? This is practically a court, as I understand. 
Must the appointees thereto be members of the bar? What is 
the provision as to their qualification? Does that reside en
tirely in the sound discretion of the appointing power? 

1\Ir. KING. It rests with the President of the United States. 
Mr. REED of Pennsylvania. It is all in section 901, which 

provides that they shall be appointed "solely o;n the grounds of 
fitness to perform the duties of the office." 

As the President has to consider that question and as the 
Senate has to consider 1t when the question of confi!'mation 
comes up-for appointments to this board all come to the Sen
ate for confirmation-it is reasonably sure tllat they will be 
lawyers, and lawyers who know something about tax cases. 

1\Ir. WILLIS. I should think, in view of the nature of the 
court, they would have to ·be lawyers. 

Mr. KING. 1\:lr. President, I have been asked by the Senator 
from Nebraska the names of the members of the board. 
Six of them were employees in the solicitor's office, receiving 
salaries much less than those which they are now receiving. 
They were passing upon questions of the same character 
as those presented to them as members of the Tax Appeals 
Board. They were taken out of the solicitor's office and lifted 
into these judicial positions. Then four former employees of 
the Treasury Department, who, as I understand, resigned and 
were giving attention to tax cases, were brought back into the 
department. 

We bear much these days about the enormous fees received 
by persons engaged in tax cases and their disinclination to 
accept office, yet four persons who had been in the department 
and who had separated themselves from the service were glad 
to accept, or did accept, positions upon this board and thus 
reentered the service of the Government. I am not complain
ing or critlclzing them for so doing. Of the entire board only 
s1x were not in the tax unit or former employees in the Internal 
Revenue Bureau. I have here the names of the members of 
the board, but shall not place them in the RECORD. I will hand 
them to the Senator of Nebraska if he desires me to do so. 
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~'l10~·c taken !rom tbe sollcltor's office were receiving much 
les. eoruve11F-:atlon than iR provided in the IJill. 

I mn not advn~cing that us nn argument against their ap
pointment or uqnJnst their qualifications for the' position. 
Perltups some of them are more famflinr with our revenue 
laws than are somo eminent lawyers throughout the country; 
and ;\·et, in my OIJiniou, 1t was mol:!t unwise · to select f::O muny 
employees and ex-employees of tho IJureau for these judicial 
po~ition ·. ~o matter what their qunlifleations muy IJe, they 
nre l>ounu to have th2 bureaucratic view. or, to u:;o the lan
guage of tbe distiugui~hed Senator from Virginia [Mr. GLASS] 
a few <1 ys ago, tlley are saturated "·ith the Treasury view 
or the tax view in regard to these ruatterl:!. :Moreover, it is, 
in my opinion, improper to creu te offices to lJe filletl by those 
who are in the public Rervtco. I should like to Ree a provision 
in thi,; bill making ineligii.Jlo' for a place on tho board any 
person in tho Tre:1sury Department for two years after his 
Hl•paration from the service. 

l\Ir. REED of Pennsylvauia. Mr. Pre:-;ident, will tile Sena
tor p£>rmit an interruption? 

Mr. KING. Yes. 
~[r. REED of Pennsylvania. Doc!'! not the Senator think 

that is pretty well answered lJy the fuct tllat out of n11 the 
c:u;f'!'l they ha e decided they have completely reversed the com
mi:::>Hioner in 13 p~r cent of their cases ; they hnvo partly 
rever::;etl him in 84 per cent of tho cases, anu have nft1rmN1 
hlm completely in only G3 per cent of the cases? That does 
not indicate that tl.H~re is an alJsenco of independence on tbeir 
part? 

Mr. KI... ~G. "·en, I do not know whetller tho!Se figures 
indicate very much, for tbe reason tlwt the decisions of the 
employee li1 the department n.nd of the commissioner hims lC 
were so va rle<.l, so incOIJgrnous, that whatever way they clecided 
the board was bound to affirm many of the de~·i:-;ions and wns 
houn<l to rever~e nmny of the <.lc<:h>ions of tbe Commi:ssloner of 
Internal Revenue. 

l\Ir. l.loKEI..,LAR. ~rr. President, will the Senator yielu? 
1\!r. KING. YeR. 
Mr. ::\IoKELLAR. I want to know if the Senator has any 

information as to how many of the 10 are lawyers? 
Mr. KirG. :Ur. Presirlent, I have no inforrnation--
Mr. S~lOOT. They are all lawyers lJut oue, I will say to 

the Senator. 
.Mr. KING. I do not know. I think most of them went 

into the department a few years ago ns young men and worked 
themselves up from unimportn:1t poiltions to the solicitor's 
.office, and from tho solicitor's office they were transferred to 
this board. 

Mr. PHIPPS. Mr. Presidcnt--
1\Ir. KL. YG. I yield to tlw Senator from Colorado. 
1\Ir. PHIPPS. I should llko to ask the Senator ns to the 

F:tn~ of the 6,000 en ·es, appro:rlmately, which are now before 
the Board of Tax Appeal::~ and which have not ns yet bel•n 
considered. While they are pending, and until the tax which 
tlw citizens rnu,;~t ventually pay is determined, the amount 
will not lJear interest. The more quickly the~e cases are de
c:dcd, tte earlier the Treasury of the United States will re
cclve the money, and tbereby will have its usc, and prevent this 
loss of intere: t which is now occurring by reason of the delay 
in considering these appeals. 

Mr. KING. Mr. President, that is a two-edged sword. If 
the Government bas to make a rcfun<.l, the taxpayer is entitled 
to interest; and if tbe taxpayer is o\ving the Government, he 
is required to pay interest. 

.Mr. PHIPPS. Yes; IJut the taxpayer is entitled to the use 
ot bls money, and ho should not be kept waiting an undue 
len~th of time for the adjudication of his case. 

Mr. KL 'G. There can be no contro'"'ersy about that. Any 
pert~on is entitled to money due him. However, 6 per cent in
tere. t i~ a fairly good rate of interest. 

Mr. PHIPPS. Any business that can not earn more than 0 
por cent i a mighty poor buslne. ·s in these days. 

:Hr. KL YG. I tllink the Senator, because of his knowledge 
of some of the great bul:liness organizations and trusts of the 
United State , knows that many of them are exploiting the 
Jl ople and making earnings fnr greater than are just or eqni
tahlo. 

Mr. PHIPPS. In the Senator's State and my State the busi
nes.3 man ns a rule has to pay con ·itleralJly more than 0 per 
cent for money. 

Mr. KL YG. I do not quite agree with the Senator. 
1\Jr. PHIPPS. Perhaps not us a rule, but very frequently. 
:Mt•. 1\I. ~G. I think the bunks of my State are loaning large 

snmH a£ 0 p~r cent, and the Senator knows thut the land bunks 
auu many insurance companies are making lonns for 6 pe1· cent, 
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nnd in some instances less than that. Rut no one opposes tl10 
Senator's contention that if a taxpayer has overpaiU he should 
receive bac-k from the Government at as early u date as posslble 
the amount which is due him; and, of course, whatever is dlle 
from the ta).·-paycr to the Government ought to be promptly 
paid by him. 

Mr. S~IITII. l\Ir. President, may I ask tho Senator whethee 
interest acerucs from the time the tax is paid when they find 
that there hns been an overpayment by the taxpayer? Does 
interest accrue from tlie date of payment wLcn they ftud tllat 
tho Government owes him u rclJDte? 

:Mr. KING. Yes. lUy un<lcrstam1ing is thut if the Senator 
hacl I>ald in 1020 or ltl21 or 1tl2~ to the Govenuncnt an amount 
in cxc·e..,·s of the proper tax, and tile mutter was IJefore the de
pattment for 1Jnal adju<licntion, and he was contesting the pay
ment', and it was cledded thnt he had over_pnid; he would re
ceive it \Yit.h interest at the rate of 6 per cent. 

Mr. S~ll'fli. Wllen did that luw go into offe<.:t? That hns uot 
been 01'eru tlng long, has it? 

Mr. KING. No; I think that lnw wns pa se<l in 1921. Re
ceutly, in one case that was brong-ht to my attention, n.u imli
vidual re<:elve<.l l;\300,000 as a refund, nucl interes t umouuting to 
$00.000 upon the refund. 

l\1r. SMOO'r. The first interc~t was allowc<l under the net 
of 1!)21. All the acts before thut time allowed no interest to the 
taxpayer: but the net of 19:21 provided that the tnxl)uyer 
should receive tl.te sumc rate of in erest thut the Government 
charged the tnxpayer in case he lol:!t. 

1\Ir. KING. .Au<i tlw t ls the rensvn why flo mnny now aro 
getti11g lurge amount~ uf inlere~t. 

Mr. HHOH'rHIDGIO. 1\Ir. Presi<lent, wm the Rena tor yleltl? 
~'he VICE PHE. ID}J.~T. Does tho Senator from Utah yiel(} 

to the Senator from Ualifvrnia? 
l\Ir. YING. I yield. 
!111·. SHOH'l'IUVGB. I understand thnt the Senator favors 

the provi:-lion of the bill which permit::;, if it docs not almost 
direct, the members of this appeal l.Jonr<l to divide thcmsel vcs 
uv into divisions antl hear cas"s throughout tbe whole <:ouut1·y. 

Mr. KING. I think that is a wise provi:,;iou. That is 01:1e of 
tho meritorious fe<lt.nres of tho bill. 

Mr. SUOU'.rlliDGE. I think so. Also, we mus t aumit that 
there are now pendil1g and untletermiued something in tho 
neighborhood of G,uOO or 6,000 cases. I ussume tllat the Sena· 
tor whom I nm addressing favors that provil:!ion in the bill 
whkh will enable tho President to dcrer appolntments to fill 
vacanciel:! in the event that be determines that such va<·aucied 
should not be fillecl. 

Mr. KING. The Senator knows that when thi::i mutter waH 
befol·e the Finance Committee, of which both the Senator aml 
rny:-lt'lf are memlJerR, thnt provision was urg-ed by me with 
whnt little force I po~~cs-cd. I felt tbnt the number of 1G 
wat~ entirl'ly too great, anti that a provi::>ion !ihould be in~;erteu 
that wou!d uutborlze the PrNddcnt to determine when the 
business of the board warranted, then the memucrsllip of the 
lJourd should be reduced. 

Mr. SHORTH.IDGID. I under t::md that the Se!tator ob.it'cts 
to the numb£•r of 10, bowcver, and wiHhes to reduce it to 12. 

l\Ir. KINO. l\!y po!;ition is, that 12 member8 can pel'form 
the work; that 10 are not required. 'l.'he fuct that a lm·gc 
number of appeals have IJeen talwn means nothing, in view 
of the fact that so many of tllem fall iuto a few categories, 
so that when a controlling decision is mudc huudrclls will be 
abandoned or effectually disposed of. 

Mny I give an illustration? The German 1\IL"(ed Claims 
Cornm.is!"lion bad pre!5entcd to it claims aggregating over ouo 
billion dollars. There will be allowed perhup~ not more tl.Htn 
two hundred million dollars. Muny of the cases fell into three 
or four groups ; an<.l as soon as one of the case'~ in n gronl) wns 
decided, tbat automatically enucd hundrrds of case. which llad 
been filed. As a result, the commif;sion bus dispoRed of prac
tically all cluims within an incredibly short time. It is to the 
cre<lit of that or~nnlzutlon that 1L has done sneh fine work. I 
wish that the l\Iexicnn 1\Hxed Clnims Commission wonl<l fol
low the example of the German 1\llxed Claims Commission .. 

1\Ir. SIIOR'rRIDGffi. I wish to make merely one ob~ervation, 
not to prolong the discussion. I suppo...:e we will all agree 
that ju ·tice dPlayed i. justice denied. We '""ill al::Jo a;;ree 
that tht•re should be nn amt)le number of mcmi.Jers of this 
board to h<"nr and consider cases SlleNiily l>eforo df'ciding 
them. It bns been remarked here tbnt a great runny of the:-;o 
cases were dismissed for lack of J urls<.liction. 

l\.Ir. KING. Luck of prosecution. 
Mr. SIIORTRIDGF.J. Well, lmt first for lack of jurisdiction 

to bear and d<'termine them. Of course, wo all 1·ecoguizc thut 
in or<.ler to decide that point an examination must be madu 
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of the ca~ e, and tt may t."lke a very considerable Ume to :resolve 
nn(l decide that matter properly. 

Mr. KL TO. May I interrupt the Senator right there? 
:Mr. SHORTRIDGE. Certainly. 

, Mr. KI... TO. The Senator knows that many of the.,e case 
nrc llrosecutecl by clever tux expert'3 and tax lawyers. They 
know the deci. ions; ancl when they hnve a en e on appeal, and 
a deci~ion has beE>n mauc which affect~ it, they have sense 
euourrh to abandon the appeal; and many cases w111 not be 
brought to the nttention of the board at all. 

Mr. RIIORTUIDOE. Let us hope that that has been o ana 
wlll he o. 

Mr. KL ·G. I am sure that is the cnse. 
1\lr. SHOR'J'RIDGE. I am merely in\1t1ng the Senator's 

attention and thnt of other Senator to the proposition that 
we want a ~pcc<ly and n correct detcrmtnntlon of the. e cases, 
and thi · t;u-called llonrd of Tnx Appeal is, in point of its 
fnnctiou~. a judi<:inl tribunal; and no ta:xpayer's cln.im, no 
demand of the Government, shoulu lJo flually determined lJy that 
Louy without a thorough examination of the fact::; and the law. 

.Moreover, I invite the Senator's attention to this proposi
tion: The bill vest~ in the board the functions of a trial court. 
It i: to hear and determine facts as well as to resolve tho 
law applicable to those facts. It is not merely a tribunal to 
llRten to argum.,nt.· touching matters of In w. They rccei>o 
e 'ichmce, they list<'n to witnesse.q, they receive eviUcnce oral 
and clocumentary, ns a jury does. Thercfm·e I am sugp;e.''~ting 
that the nuwl' r, 16, '·hen dh''ided nnd llol<ling court throngh
out tlli. Tast nepublic, is not too great a uumbcr to sveed on 
the work in hand. 

Therefore, not to indnlge in mere plntitncl<'~ or reflections or 
generalitie~ hut to look at the practical Rituation, I hould 
Uke to ogree with the ~enator; but I <:an not bring my mind 
to the conclusion that 1<3, d1vlded up iuto divisions, is too 
great a nun1b r. 

Mr. S::\U'TH. 1\!r. Pre ·lclent--
ThP PRERTDL. ·o OlfFICEP. (Mr. WILLIS in the cllnir). 

DoPs tbe Sountor from Utn!l . ield; nnd if RO, to whom? 
:Mr. HHORTJUDC1E. That i~ all I haYc to ~ny. 
Mr. KL. TG. I yield to the ~enator from .'onth Carolina. 
Mr. S~HTB. It .·cems to me that tlu." ~t·nntor haH given a 

per ua~h·e nrgum<'ut lu•re a.~ to why we should keep 16 mem
b<'r. of thk honru. in vi w of tllf' fac1: that the-1·e is a provision 
in the hill that d1~11 th y shall have caught up '\\"ith the work 
suffidcntly :-;o thnt not nll of them ar • n ~ <.'<led the l)re:ident 
mny drop them out as be .. ecs they are not neeucd. 

Mr. KI. ·a. As tl1eir t(!rm:-; exptr~. 
1\Ir. RMITll. A tlleir trrm~ expir ', and th0ir termR are not 

very long. In w<•rk of this kind I am indiue<l to view with 
favor a raU1er lollg tenn, lw.canl"e the- work Is of snch a nature 
tbnt if the man i: qualified, the longer he is kept the moxe 
expert he hecome ·, anu tllcre(ure lw i. hettE'r qualified to per
form the duty. It seem. to m~ thn t if we keep the 16 mem
he~. as they heeomc more £>xpert tl!Py will work doubly well, 
hccnn~E' of the aceumulatC'tl uumher of <'R.'es nnd the expertne .. 
with which they can approaeh them; aucl then, as the ·ork is 
caught up with, we may <limfni. h the nnml.eJ•. 

Mr. SIIORTninGB and . [r. gnGE addre:-; .. ed the hair. 
The Pl ~.'!DING OFFICBR To whom dues the Senator 

yield: 
:\fr. KL 'G. To the B<'nntor ft·om Cfilifornin. 
Mr. SHOR'J RJDC1b. .:\[r. Prt> :ident, finally, the law will 

alwn. H be Hnbject to contro'\"er. y, dL <'Ul'~lon:-. nnd conFcqncnt 
appe>nl~. ' 7t~ may not indulrre oursdve.~ in th€' ynin lwpe that 
the Jaw will become l"o c rtnin at <1 Ho definite a. to make liti.~a
tlon unne<.·Ps~ary. New laws will be pa.~ ed, new conuittons will 
dc\'el(lll, auc.I there will always l1e controv t·. nnd boneAt dlf
fercnf'e of opinion ns to the IUeaning of the law. 

This Rcvuhlic is a going concern, vastly inrrca~tng in popu
lation; ~nd I can not Fee a time when there will not be tllc 
Ile<.>"'.':-<ity for at least this number of jncl~es to tletermine all 
the~c coutrovert('d matters. I hope the Sennte will at Jenst 
retain thi~ number, witlt the provi~ion that tile President may 
cut it (]own when 1t appear. that a less number ~ill be suffi
cient to carry on speedily the work of the board. 

1\fr. JCDGFl. Ur. l'rc. !dent, will the Senator yield? 
'l'he l,HESIDL ·o OFFICER. Docs the Senator from Utah 

yield to the Hena.tor from New Jersey? 
1\Ir. KI.l ·o. Yes. 
M1·. EDGE. Did I understand the Renator a r::hoit time back 

to make tbe statement that 15 of the 16 members of the board 
arc In wyer. • members of tho bar? 

Mr. KING. The statement was made that 15 aro lawyers 
and 1 wns not. I c1id make the statement that the major 
vortion of them-1 gave the exact number-were employees 

of the department or ex-employees, and that only five hnd 
been drawn from out~ide the influence of Ute Trea.·nry Depart
ment. I did not make that statement as a eritichnn, nlthuu!-;h 
I dld say that I believed that the board was too ruuch satu
rate(] with the bm·eaucratlc spirit and that it w uld have bt't>n 
better if a greater numb •r of members of the board hn.cl l~ecn 
drawn from la ·yet's of experience-not mexe ta ex}lerh; an<l 
accountants, but lawyer of broad knowledge and experience. 

Mr. EDGE. I wanted to observe, with all dne defm·euce to 
the splendid profession of which the Senator from Vtah is sul'h 
a conspicuous member, that it mi~ht expedite the busine~H of 
the board if some of the members were acconntnnt~-, or tnx 
experts; and I ask the Senator if, in the conf>iclemtion of hi~ 
amendment to cut down U1e number of tlle l>oartl. it would or 
would not be wise to comdder the po~sihility of c>xpediting the 
business by having practical tax men, accountants, wllo may 
not have been admitted to the bar? 

Mr. KING. Mr. President, I did not nttnck them upon the 
ground that tlley were not lawyers. The question wns nskeu as 
to how many were lawyers. I wns unuble to answf'r that, bnt 
I was told by the chairman of tbe committee that an were 
lawyers except one. I bel!eve that what the Senator sa:rR is 
true, that to have upon that board some who nre fan11linr 
with the tax law is of fHh•antage. Yet I hell vE' that men 
who haye a comprehemdve knowledge of the lnw will do better 
work of a. judicial character U1an men who are mort~ly truiucd 
in the technlquo of bureau activities, no mntter how able they 
arc. I do not mean in any way to di. creclit that technique ot• 
tbo advantage~ which may be derived from long years . of 
servic"' in ome burE>aucrntlc pigeonhole of the Govt>rnment. 

Mr. J. YORRIS. Mr. Pre fdc>nt--
'l'he PRESIDING OPFICER. Does U>.e Senator from Utah 

yield to the Senator ft·om Nebraska? 
.Mr. KI~G. I ~1eld. 
Mr ..... ~oRRI~. 'l'he law under which the memberR of this 

bonrd ure appoinfed provides thnt-

MemlJers of the board shnll be appointed by tbe rresl<lent., by nnd 
wlth tho advice of tbe H nate, solely on the ~:round of fitness to per· 
form the duties of the office. 

I suppo:"'e that law waR dra.t'te<l and pns~ed with tho idea 
thnt tlte e men should be appointed without regard to polftics; 
that. there Eltould not be n lot of politicians pnt on the board; 
that tl1ey should be free from political influence. 

1\Ir. lUNG. Afi all judkial officers should b . I Bgree with 
the ~nntor. 

1\Ir. NORRIS. I have heard a great deal of rlticlsm of this 
board, coming to me in an ex parte wny, of snch o nature that 
I would not give publicity to it, because, as I said, it is ex 
})arto, and I do not want to do an injury to anybody. Tho 
Henator is familiar with the perRonnel of this bonr<l, nn(l i 
desire to ask him this que."!tion: lias the spirit of that law b0cn 
obeyed? The Senator cHn u.o his own judgment about an~wer
ing, but 1 am satisfied that his answer will be in gencral 
term . llave they been app •int d with referC'nce to their fit
ness e.ntirely, or have they. or ROme or them, been appointed 
through influence, either of the burcnu or of tho):le intereFted 
in the work of U10 bureau, or through the influence of poll
ticinns? 

~Ir. KL. ~G. :Mr. President, I try to be· frank and I some
times think I hnvo a little (]{'gr e of conrngt>, uut I hope the 
Seaator ·will exeu. e mo from answering that qne.·Uon. 

Mt· . .l·onnr . \Vhy shoulu we not know about H? \Vf' are 
vnl'sing on thiH matter now. Has the law been C'nrdl'd out in 
good fnith? Have we n board that h; ft·ee from all the infln
cnc • · vhlch the Henator hlm:::clf admits f'hould not exi~t on this 
kind of a boa1d? 

l\lr. REED of ~Ii:::::onri. Mr. I resident-- . 
1\Ir. KING. I h:tve not sufficient knowledge to answer that 

que~tion fairly. I know a few of the men upon the honrd by 
reputation and one I k.now pcr~:;onnlly. He ts nn able nnd 
splendid yonu~ man, and I think sives promise ot n fine career. 
I have hE>ard the same crltlctsms, <loubtles. , to which the Sen
ator rcfprs. I have not verified them. 'l'hcrefore, I have re
frained from making any criticism of tho persounel of t hn 
bon rd. 

Mr. NORRIS. I RAked the Senator the que 'tion b cause he 
bas ba<.'l better opportunity to find out--

1\lr. REED of .Mls .. ouri. Mr. Pre~ident, I think I mny reli<>vo 
the Senator from Utah from embarras. ment, by suggcstln ..... that 
he might answer that they n.re all men of the highest chnr· 
acter, but there is a Iemnrknble number of them rel11tcd 
to distinguished gentlemen 1n the public s~rvlcc. 

Mr. KING. Mr. President, I shall not detain the Sennte 
longol'. I felt--
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1\rr. J. TORRIS. 1\Ir. President, may I pursue that inquiry a 

llttle further? 
Mr. KL 'G. I yield. 
Mr. NORRIS. Is it true that men in the public service, 

h!~h offi:!ials of the Government, are getting their relatives on 
this boan.l? 

'Mr. lUNG. I did not answer the quf'stion, and so I shall 
ag:lin beg the Senn tar not to press the question. There ar~ 
I"Olll~ names lwr~ which are rather suggestive, but I do not 
hww. and I make no comment. 

I ngrec with ull that my good friend from California [Mr. 
SnoRTRIDGE] hns !'!aid as to the necessity of having expedition 
mul C'elerity in the disposition of public business. It is very 
unfortunate that some of our judges are not up with their 
wm·k ; nnd may I ~ay in pas.·in~. it is my opinion that many 
of the jnd~::; are not as expeditious as they should be. 

l\fr. llcKELL.An. Mr. President--
The PRE~IIH. TG Ol!'FHJI·~R. Does the Senator from Utah 

yield to the Senator from Tennessee? 
• Ir. KING. In one moment. I am nfraid that many of the 

ju1l~l'.' arc political appointees. A few years ago we author
i:r.(•t1 the appointment of 25 additional li'e<.lernl jucl~es. 'l'be 
UlHlt•r:..;tancllng was that they wouhl l>o lli1POintcd bccnuse of 
tlwir fitzw. !'! and that politics should not. be taken Into account. 
Y(•t we knnw that quarrels betwePn conflicting political parties 
or fnctiom< in parties in various State):; held up tho appoint
nwnts in many instances for Wf'eks and months nnd years, 
nlthougll we were, und('r the whip null Rphr of the Republican 
Pnrty, eoiUIJl'Ile1l to pas ' the bill, or at least we respontied to 
the eomtlulsion, urlnn the ground that business waH crowdin~ 
1hr courts anu that they wt're con~csted and important cases 
conlu not he tried, nlll.l we must llnvo those 25 judges imme
diately. Tlw dnys WC'nt Into months and the months into 
;rear . .; hefore all tile po~->itions were filled, becauRe of the quar
n'ls of Rt·tmhlican politicians in the various States over who 
~houl!l di ~trihute nnd recl!ive tile Rl)oils. It i...; said that merit 
aUtl jn<lil'ial uhilit~' were not nlwnys comddered in making 
tl!el"e appointm<'nt-<. .A. I recall, there is only one Democrat 
in tLe eutire number, and that was in I.Joui:'linna. The Repub
lil'nn~ coulu not fintl a Uepuolican lnwyer in the State or they 
wonld not hnve appointed a Democrat. 

:\Ir. \VATSOL •. Mr. l'r<>. ·ident, I wunt d to ask how it hav
ll<'netl thAt n Democrf!t wns appointed. 

i\fr. KL ·a. lJeeause Uwre was not a RPpuolicnn la,vycr in 
the ~tate who wns fit for the job. 

~Ir. :U:cKF.I-LA.H.. Mr. Presidcnt--
'fhc PREHlnlNG OI!'FICER. Does tlle Senator from Utah 

yipld tn the ~enator from '.fenueH ·ec? 
.Mr. KING. I yieltl. 
1\lr. l\IcKELLAH. Tile Senaror 1~ In favur of the system 

untlt•r whi<11 lG jncl~Nl .·it llere lu \\·nshin~ton, vnrlous onef.l of 
tllcir nnmber being ::;ent out to disi)euse ju. tice in the vurious 
parts of. t11c conntr.r. 'Yould the ~enator ho willing at all to 
a~I·<'e to a juclidal system under which all the Federal judges 
~o;lwultl u • Jlllt upon one Lench hero in 'Vnshington, and then the 
v:t rions rnemhcrs of the court .. ent thl'ougltout the country to 
oisi,cnsc jn~tice aH tboy ~nw fit in the val'ions States of this 
Uniou? I will . ay to the .'enntor thnt I can not think that he 
llt'licv(:>s in any such ~ystem. If he doe.3 not bf'lieYc in any su<.:h 
tiYstt•m, in ~o fur as the ord.inary matters of justko nre con
cerned, why is he willing to stand for n systt!m of this kind in 
rl'!K!lrd to tax matters. which are ju:-,;t as important matters 
a~ auy about wllieh any que ·tlon mfly be rnfl.u~d? 

1\Ir. KI~G. The f-lituation which confronts u:.; now is snl 
g-PHeri~. If docs not (Jllite upproximnlc the :-:~itnntion whil'h the 
Ht'll.t tor h us in mind. Of cour~e, I wonltl uot wunl the Supreme 
ClJnrt to divide into ~rouw and vi. it the various States to bear 
colltl·over. · ie:~ and thPn rr-hu·n to 'Vn~hingtou to pass upon tho 
cn..:e~. But ·e huve an eutirely difft:>rent situation in the mutter 
of collcdiug rt>veuue. Tilere is no nnalogy or re~emhlnnr ~. 

Con~ider the Inter~,;tnte Commerce Commi~~·lion, for instanre. 
It has quu,'l jndkiul functions, hut its functions and lahors are 
sntll thnt it iR ne('e~ nry at times to di~patcll to various States 
one or more members to tnlm testimony upon important matters 
rt.-~latiug to freight or pa:-;.·enger rntcs, ond so forth. After 
tnking testimony the memher of the commission returns to 
'''asllingtcm, where t11e question is considered by all members 
UJHl a tled:·don rendered. 

:\It·. IoKELT,AU. 'l'hc ~enator will rC'call that t.he Intersta tc 
Commerce Commi~:ion, following that procedure, has not ~iven 
!-<all~faction to the count1-y. I want to ask the Senator this 
qUl'>;tion--

Mr. KING. Let me int<'rrupt the SC'nntor ri;ht there. That 
is possible: and yet I think the Inter~tatc Commerce Commi:.;
slon in the main hus acted prudently and wisely and has at-

tempted to perform its duty. I make no criticism of the com
mission. 

1\Ir. McKELLAR. Perhaps so; I am not going into tilat. 
1\Ir. KING. We can not suit everybody. 
Mr .. McKiilLL.A.R. I want to ask tho Senator thlH question: 

In the matter of these tax cases, which arc really la·wsuits be· 
tween taxpayers and the Government, In the interest of good 
and orderly government, why would. it not be better and simpler 
and more ln accordance with American Institutions to confer 
jurisdiction upon the various ]'ede.ral courts of the land and 
let these tux questions be settled in the vicinnge of the tax
payer by courts which are regularly appointed, having- no 
particular bias in regard to these matters? Why woulcl it not 
be infinitely cheaper for the taxpayer, infinitely better for the 
taxpayer, and infinitely better for the GovernmC'nt to have 
tilese important questions relating to taxes settled by the 
courts of the land? 

l\Ir. KI TG. l\Ir. President, the question of taxes an<l the col
lection of taxes is one which has to be differentiated. from tho 
ordinary judicial procedure. The Government can not wnit 
to have all of th questions in relation to tu.·ation litigated in 
tlJe courts. It goes out and seizes the property of the tux
pnyer when he is delinquent. Take the Senutor's own 
State. An assessment is made. 

The county commis!:lioucrs-probably that is the title given 
there; it is tho . title given in many States-meet, and in an 
informal way pass upon the cases which nrc presented by the 

. taxpayers, and they grind them out by do7.ens, if not by hun
dreds, every day. In mo~t of the Stutes no taxpayer ~un 
resort to the courts until be pays the tax. 

Mr. l\IcKELT-4\ R. ... Ir. President, the S<'IW tor und<'r!akes 
to differentiate tax caseH in the way ho hat~ stated, but he iR 
very largely mistuken nbout tho fact conccmiug that. I 
say to the ScHntor, that within the last three or four ycnrs 
tax rases inYolving a lmndrcd million rlollars have heen 
settled by court dPdsions, even under tho restrictions by which 
th<' <:ourts are hedg-ed about. CaseH involvin~ at least a hun
drecl milllon dollnrs have been settled in the courts in tile 
way that I buvo Hn~~?:e~ted. \Ve already have that syf;tem in 
part, and to-day uoout one-fifth of all the cases are settled in tho 
<"Ourts. Why would it not be better to ~iYo the courl:l:l jnriH
dlction to ~-;ettle all of the ca es and not llavc this Peripatetic 
hoarcl going ahout the country, one man or two men taking 
testimony, which m!ly or may not be in accordance with jus
tice in a particular c·a~e. 

Mr. WADS,VOtt'l'H. l\Jr. Pre::;ident--
'l'he PHIDSIDING Oll'l!'ICER. Does the ~enator from Utnll 

yield to the Senator from New York? 
l\Ir. KING. Let me answer tlliR question, and then I will 

yield. I tlo not n~rC'e with the Senator from Tennessee thut 
oue-fifth of all tlle ta-:'{ cases havo been settled. by the courts. 

1\fr. 1\lcKELLAH. That is the rej1ort. 
l\lr. KIXG. I think that thousands and tens of thou::innds 

of cnscs where ind.ivid uals have paiU taxes are settled without 
controversy to one tllat reaches the courts. Now I yield to 
the Senator from New York. 

Mr. ·w ADRWOHTH. I wn:-; going to observe, with the pcr
mis. ion of the Senator from Utah, that doubtlesl:l the Senator 
from Tennef'!'leo l'(lmembers that the blll confe1·s jurisdictiou on 
tbe Federal courts under certain conditions. 

Mr. MoKELL.AR. 'l'be ta:x1myer <:an appeal. 
1\Ir. \YADS,VOHTH. lie <·an appeal to tbc di trict court. 
1\Ir. 1\lcKELLAH.. There nrc ccrtuln conditions unucr whiC'll 

that can be doue, aud it has beon done for ~eyeral years. b'or 
in~tauce, we ba vo pui<l judgments in fa vur of taxpayers 
amounting to a hundred. million dollars, I will say to tho Sena
tor, \vlthin the lm<t five or six years. 

l\Ir. KING. Yes; and we have collected billions. I ihiuk 
the creation of the llonrd of Tux AppealH was a step in tho 
right direction. As I rememuer, the Senator from Iowa [Mr. 
Uu1.nHNS], as WC'll as otller Senator., complained about the 
method under which elerks, men who were not expcrienc·cd, 
conl<l ~ettle tax cases involving millions of dollar . As u re
sult of tho:.;e complaints we evolved the pre ·ent Board of Tax 
AppNllH provi~ion of the law. I helieve it hns y,.·orked fairly 
well. I think lt is an imvroverneut O\'er the former plan or 
proeedure, and I am satisfied with the proviHion which re
quires mC'ml>crs of the board to visit the various States and 
there pas:-; upon the tax que~tions which arc presented, or at 
least to take the tf'stimony connected with the same. 

Mr. SIIORTIUDGID. Mr. President, will the Senator yield? 
'l'llo PHESIDING O.IJ'FICER. Docs the Senator from Utah 

yield to the Senator from California? 
1\lr. KING. I yield. 
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l\lr. SHORTRIDGE. I wish merely to ndd tllut we must 
bear in mind that it is 8,000 miles from the city of 'Vash1ngtou 
to the Htnte of "'ashington, for example, or to ruy own !State. 
'l'lle proyh;ion permitting the bonrd to dindc up into divisions 
fillu llcar en es throughout the United States is altogether 
11roper. • 

Mr. KIJ. Ta. I cUd not intend to detuin the Senate more than 
n moment. hut so mm1y (,fi.H:'~ti( ns huYe been propounded that 
I huve occupied the tloor unduly. I .... hall not :press my ameml
lllPJ1t nt tho 11res~nt time. Whl'n tbe Uill rcnt"he the Senate I 
~hull a~k for n vote upon it. 

Tho PIUGSIDL Ta OFFICER. 'l11o. Chair under tnnd~ the 
fo;rnator from "'Gtah at Ull~ time to withdraw hl amendment. 

Mr. KL. ·a. I !'ball a:-;k for a vote in the Senate if I con
<:lmle then to do so. 

Mr. SMOOT. lln · the committeo amendment heen abreed to? 
~'he PHEHIDI. ·o OFFICER. The qne:-:tion is on agreeing 

to the corumitt • amendment as amcndE.'tl. 
The nmendmeut as umew.led wa.. · agr ed to. 
Mr. Hl.IOOT. I wonld li ~e now to have the Srnat.e turn to 

pa"c 325, which proyides for a. ~istaut'l to the general coun..:el. 
The l,RESIDL 'G O.E'Jf!CER. The amendment will he stated. 
The CniEF CLEnK. On page B2i3 the committe propose to 

Rtrlke out lines 11 to 25, inclusive, in the following· wordH: 
(b) There is heteby crPnt~ in the BnrPau of Internal Revenue the 

office of special deJ")nty commissioner of iuternnl revenue. Special d«>p
uty commis11ioner qhall be nppointoo by the Pret;1dent, by and with the 
nclrice a11d con~;ent of the Seuate, for terms of 10 y nrs; bnt not more 
than sb re ·111.1 dl'puty commlll!';"joncrs shall hold office at ll.DY one time. 
Eut"h Hpccial deputy cummi ··toner sball recl'h'e a salary at the rate of 

8,000 J'er annum, 11nt1 shHil perform uch duties as may be pt:n crlb<>d 
by the comnd . ioner or reiJUlrl'd by law. A.uy pPclttl deputy commis
Rioncr may b rPmoYed by the Pre ident, after notice und opportunity 
for public hParing, for incllicienc.r; neglect gf duty, or malft>asanco 1n 
omcc, but for no other can . 

And to inl:'ert in lieu thereof the following: 
(!J) '£here is hereby creut d in t.he Bureau of Internal ncvenue tbe 

office of a Rlstaut to lbc eucrnl coumwl. A sJHtants to tbe gPDI'rnl 
counsel shall be appoint tl by the l'realdeut, by and wlt.h the ntldce 
and con:ent of the ' uatf', but not more than . b: a sl. tnnts . hall hold 
oftkc at any one tim . Ent"h a Rl taut to tl.te gt•nerul coun~el ball r -
c iv a salary at the rate ur '.000 pe1· a.nuuru. and shall perform sucll 
dutie at! may b pt· crl!Jed by the comml 'Sioner or rt<qutred by law. 

Mr. SMOO'r. The junior Renator from Utah n.l\('(l me, when 
we rea('bed this provision. previom;Iy, to have it pa~~ecl over. 
I do not know whether he is now ready to proc·eed with it or 
not. 

1\Ir. KI~O. l\Ir. Pre:sl<lent, I want to call attention to the 
committee amemlment. I tbiuk thut the amendment Hhould 
be rejl'Cted. I :-;<>e no merit in it ex('ept to give job to a num
ber of pc1·son. who are now in tho department. A.. the bill 
came from the Hou!'ie it provided for additional deputy com
mi!';s'ioner:. It wns elicited during the heariub"l:; before the 
li'inance 'ommittPe tlJat those p<>r:-;ons were in the <lepart
mf'>nt and the claim was mado that in order to hold tbem we 
wonld ha~e to increa~e their salttrlet~ nu<l, I pre-sume, gh·e 
them a hi~ber title. Ho they were made a sistant commh:sion
£•rs nn<l thci1· alurie: lnC"rea:-:cd to .• 8,000 per annum. I think 
the :-:alarle. · are no\ tn the ncighborlwod of !>,000 or less. 

1\lr. GLA, H. Mr. l're .. ident, will the f::>enntur from Utah 
yil-'ld to me for n moment? 

Mr. KL ~o. I leld to tl10 Senator from Virginia. 
... Ir. GLA,'S. I wa. temporarily c·alled out of tho Chamllcr. 

I wanted to offer an Hmeudment 1.o the Hection dealing with 
the Bonr<l of Tnx Apveul .. 

~lr. 8.:\IOOT. I under~tand whnt tl1 ,_enntor want., and I 
a.·k unauimou. conseut thnt the ~ote by which the committ o 
amendment Ul' nmendl'd, dealing with the I~oarcl of Tax Ap
peals, on J1Hge 266, wn:~ a~re d to mny lJe re<·onHidered for the 
purpo. e of allowing the SC'nator from Virginia to offer an 
amcudment to the committee amendment. 

The PllE~IDING OFFICF-R. I there objection to the rc
que. t of the Senator from Utah? The Chair bear:-: none, and 
1t is f:O orden•U.. 'l'he vote is rccon~i<lered, and t11o question is 
Jl(JW on the committee amendment as amended. 

~Ir. GLA.~A. I ·<:lld to the de. k au amendment which I pro
l'o:-:e to that Hection of the committ e urncndrn nt. 

Mr. REED of Pennsylvania. It is on page 266, following 
line 21? 

Mr. GLA~. . If that be the proper plnce. I hR<l propo ed 
to inRert it at t11e t-nd or line 19, on page 265. 

Mr. 8~100'1'. I think it ought to go in after line 21, on 
page 2fi0. 

Mr. GLAHH. Very well. 

The PRESIDIXG OFFICER.. -The amendment to t11e amend
ment will bo rerorted. 

~'he CHIEF CLERK. On page 2GG, after line 21, insert 1he 
following: · 

No Pl'rHun who 'hus been an A.ttach~ or tile llurcnu of Intel'nnl llf've· 
nue shall be ellgii.Jlc to a,ppolutment to nny vucancy on i.lle noard of 
Tax Appeals until nt ltast two yeat·s hnYe elnp cd since such olllcJnl 
connection witll sail! !Jurcau, bnt this prohibition shall not npply to 
the prl .. cnt members of tho boa1·u. 

Mr. SAOOT. I haYe no objection to the amendment. 
The PHESlDI ·a OFFICER 'l'he que:stion is on the amend

ment offered by the Seuator fl.·om Yirgintn to tlw amendment 
of the committee. 

lli. I<'B S. 1\lr. Prc~idcnt, what would the amom1mcnt <lo? 
Mr. GI.~AHS. It rlocs just exactly w·hnt it Ally~. It pre

cludes from future ruembt:rsbip on the board ntt.uehes of the 
Int ·nnl HcYenue Rurenu. 

Mr. FE.'S. DoE>R the Senator mean that we could not pro
mote someone from the bureau to the hoard 'I 

~fr. aLA. • . Thnt i. <'xactly what I mcnn; that we conl<l 
not promote Ull:f(lllC from thP. Internal lteYenne ntH'e:lU to thi. 
juuiclal body to reaffirm opinlons an<l actions that he nwy have 
rendered and tal·en tbE>retofore. 

1\!r. Fl<"}SS. I haye no objection to the amen<lmE>Itt to the 
amenument. 

The PHESIDL .. G O}'FICER. The qu stion is on a.~reeing- to 
the amendment offete<.l l.Jy the Senator from Virginfa to the 

·committee nmE>ndmcnt. 
The amendment. to the nmf'nclment was agr Nl to. 
The amendment a amended wa agreed t(J. 

Mr. HEED of MiRsouri. .Mr. President, I rlesire to offer an 
amendment to a commit tee amendment. 

Mr. COPELAX"D. Mr. President, n pnrlinmentacy Inquiry. 
The PH.ESIDL•a OFFICER. The S nato1· .frcm ... ew York 

·wm Htatc it. 
l'.Ir. COPELAND. IIa. the committeo pre:-;ented st.ll of its 

amendment. ? 
The PUE,'IDL .,G OFFICER. The Chnir is a<lvh.:ecl that 

there are a numl>er of committee mncndmcnt · which have not 
yet been diRposed of. 

Ir .• 'MOOT. I undcrHtnnd the Scn:-ttor from Missi)•Jri wunts 
to offer nn amendment to n commitfee nmeu<lm nt. 

l\1r. REED of Mi ·sourl. Ye. ; to pHragrnph 1001, on pHge 
278, at the hottoru of the page, in the committee am€::l<lment. 

Mr. 'MOOT. It iH "ith reference to com:t revlt!w of de
eiRions of the board. 

l\1r. REED of l\11:-;souri. Yes. 
Mr. SMOOT. The committee amendment there hns hcen 

a.gr<><'u to, lmt in order tba t the H un tor frt~m .Mi~fonri may 
o1I 'r biH amendment I aHk unanimou~ con~ent thnt ttt> vote by 
whieh se<:tion 1001, pogo 2i8, was agrceu t0. may Le re<·on
Rid<•rcd. 

Tb PRE SID I ~a OFFICER. 'Vitllout objection. it is Fo 
ordered, nnd the am~'num nt offered by the H m. tor from l\1i:
' ouri to the committt-o amendment wlll be rr:porte<l 

Tlle CHIEF CLv.nK. .Amend ~£>Ction 1001, nt the hottom or 
page 27<:, l1y. trikiug out all of r,aragrapb (a) tbereo.t antl in
serting the following: 

.'11c. 1001 (n). 'J'l1c dN·ision of the !Joo.rtl rendered nfte1· the ennct
mt>nt of tbiR act mny l1e rerlcwed ll!WD nppcul upon llPlllication ot 
cillll'r the taxpayt'r or the comml~:~~luoPr, proyided notice of sut"h app al 
iH filed with the lloo.ru vlthiu Rlx uwLths nfler its uecJ~ion is rendered. 
Such UJlpNtl llnll lie to the dill!trict court or the uistrlct in which the 
taxpa.}N" rl'.;deH, or, it the tu.xpayf't' and {"OIOtlliR~Iuner slwll mnhmlly 
agr . to th <li ·!rict court of tl10 DL trict of Culuwuia. 'J'he U.ecit>ioll 
of the di trlct court shall l>c 13ubjt!Ct to review upon appeal a ill 
ordinary civ11 adions. 

In ca11e the tn:xpnyf'r Is not a rt·~tcknt of tlle Pnltl'd Slates the 
said npp<'al !!!hall l.Jc lodged in the di>:trict com·t of the !Jistrlct ol 
Columbia. 

The PHERIDING Ol<'l<'JCEH. Tl1e qnefilion i. on tile amend
ment oftcred by the , 'eun tor from MiBsourl to the committee 
am('ndrnent. 

Mr. CUl\Il\lll ~, . :'\fr. Prer-;i<leut, I wouhl lilte to ask the 
Senator from liH. (•Uri R question in r •gnr<l to the cctiou. 
Doe· the Renntor from :'\1i~sour1 undert-;tnud that unde1: thi~ 
section the <:lrcuit court. of aPI nlt-l is to review the record 
made by the Boarcl of Tax .AppenlH'l '.rlw Honr<l of Tn • 
.App als is not, technically at leafo;t, a jud.icinl body. llow i~ 
the circuit court of RPll<'Ul:i to ohtnin juriHtlictlon of the act 
of, In law, an a<lmiuh;tratlvo bo<.ly? Is the Tionnl of '.ru.· 
App al · to certify the record it ha:-; mndc to the <:ircuit eonrt 
of npp nl. , and ifl the clrcnit court of nvpen 1. to <·onsider tlle 
caHo us though it bud been appealed from a di:,;trid court of 
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tltc United F;tutcs? I nm at a loss to understand just how 
they ar • going to operate under the section. 

Z\[r. HEED of l\lissouri. The <1uestion of Lhe Senator might 
verhnp.· more properly be addressed. to tlw committee that re
l•ortell thP bill. 

Mr. CU:M.MIXK 'l'hat is very true. I recognize that. 
1\Ir. HEED of :\Hssouri. What I am :-;eeking to do is to 

clwnge tile location of the appenl from the circuit court of 
ai1V' ul~ to the district court of the .di ·trict in which the tnx
!Jayer resides. The que'-'tion whicll wns just a ked by the 
Senator from Iowa, when, I think, the Senator from Penm;yl
Ynniu was for the moment otllerwi:e engngPd, and wllich I 
think the Scuator fron~ Ptmns;rlnmla perhaps ought to answer 
insterHl of my. ·elf, is how the avp{'nl gets to a court, whether 
it ~o('t>; up on the record that 1:; made in the lloard of 'rax 
App!': I or how it gets tl11..•re. I anf;wered that I would prefer 
t(l h!l n~ a memhe.r of the committee um:wer the qneBtion, l>e· 
ennse I am not dculiug with that snhj('.d.. I am <lealiug with 
the mutter only in trying to change from one court to auother. 

Mr. n FD of I'l'nusylvnnin. 'l'be proce(1ure outlined in the 
llill ns reporte<l from the (•orr mit tee trC':.tts the Board of Tax 
Apppal.s practieally as n court of ori~inal jurisllietion._ An 
UJlp:"fil f1om the hour<l to the circuit cnurt of appeals is in all 
J'l'.S]lc>et~ . ·imilar to an appeal from a di:->trict court to the cir
cuit <·ourt of a})l)e:l.l:-l. 'l'he eaf4c i~ reviewprl on the record and 
the appel1nte eou1·t has the power to rever£e, with or without 
a venin• de uo>o, or to aflirm, hnt it does not try the ease de 
novo. It dol.'_' not take testimony. 'lhc practico is appellate 
prn<'tke entirely. 

Til nnwndment of th(' Rcnntor from 1\lb .. ouri would change 
the I•roecdurc by making the uppeal lie from tho Board of Tax 
Alllll':tls to the t.'nlteu Htnte..; dlstriet eourl of the taxpayer's 
di:'itric:t, aml, of <'ourse, in thnt court it would be tried de 
novo lC'fore u jury, with the <:ommb. imwr and the taxpayer 
again offering thf'ir vidence mul making their reeord. 

Mr. UEEJ) of ::m~souri. Not Il<'<'<•ssurily, and I had not RO 
intended. 'l'hNe is uo procedure in the bill outlined for the 
mntter.:' whleb Wl' are diR<:ns:sin~. Rs 1 hl'lievc after having 
bOille\\·hat hastily c.·amined tbe 11rovi:.;:ons of the bill. 

As the ltill now stands-it may not be very definite, hut as 
I <·oustrne it-it means that there shall be a llearing before 
the Board of Tnx .Appealo. If the taxpayer or the commis
sioner js dissnti~fie<l tlley uvvenl to the United State · drcuit 
eonrt of appeals, and the case would, I presume, go up on 
tltc record, lH~<.·au:-;e that court, among other things, ha:.; no gen
eral jurisdiction to try n ca!':e de novo. All that I am Aeeldng 
to do is to .-·ubstitnte for the dreuit <'OUrt of appeals the diH
trid eourt. The' cn~e would go there uy appeal from the 
de<:ision. I bnve nscd tllnt term. \Vhile the district court doPH 
have juri:=:<lh ti<'n to try case's d novo, nnd ordinarily does 
so, neY rthl'h :...: tlle <·Olll't can avvoint u muster to take ed<lence 
or n (•ommL ·ionpr to take e\'iuenec.•, antl in that ease the court 
pnsst•:-: u~ ou the 'l~·ord. It 1 · not my llUrpose io have a trial 
de novo in the <lis tdcl court. If it ·, JlN' •.ssary to pnt in Inn
gun~'-' to co,·er thnt, to HllY tlul t it shall l.Je there beard upon 
Ute n'(.·ord rn:!dP, I have no ohjedion to doing so. What I am 
tryin~ to do is to give thu ta..:lmyer a chance to try ille car;e, 
H he is <11:-;snllstied wiU1 tlH' board's dC'l'lsion, iu his own dis
t rkt inst(>(ld of ha vin~ to go in many instances to a distant 
to\ ·n to follow the e'rcuit court of atlveul.s where,·er it may ue. 

Mr. '" ADSWOUTII. DoP::; the Senator not think thnt other 
provision in tlH~ bill which permit· the taxpayer to take his 
cn:e to the distric·t <:ourt--<.:onditionC'd, of cour:::e, upon llis pay
iu~ tlle a:. e~:mt:'Ht-meet~ the situation? 

Ml". REED of .Iil'l:-lOUri. No; it dOt'S not. 
•. ir. "? u:·wouTII. 'l'llen lle gets a trial <le novo. 
Ur·. HfJED of !lilssouri. Yes; tbnt is trne; uut he does not 

need a triul de IIIJYo if lle tries his eusc right in the 1lrst 
iustauce, and m·ith '-' r doe~ the Goverument. 

Mr. 'YADSWOHTII. That would be the fir~ t trial, would it 
not'! 

1\lr. HEED of :Mis~ouri. Yes: it would be in tllnt ease; uut 
llcre i!-; tb uifliculty about thnt, I will flay to the .. ·enator from 
New York. and I thiuk n very grave oue. 

Let lllf' ·ny, hy way of varc•uthcsi. , thnt nll I want to do i~ 
to reduce' tlle labors and burd<'us of tlw tnxpayer;o, al-' much Ui'i 
I can. In the iu. tanto put hy the • enator from New York 
tlH' ta. ·vnrer n·ets the trial, when and lww? lly paying whnt· 
su(•v"r snru of money the Board of Tax Avveais lias :-<aid he 
lllW;t lillY. 

l\Ir. WADSWOH'l'H. No; the conunis~>doner. 
1\Ir. HY.:I~U of 1.\Ii~souri. 'l'lle corumissioner, I should s.1y. 

The commi-..::-ion('r may llave levied a tnx that is ruinous; that 
the taxpa:n•r can not pay; but, in any eveut, to pay it is a great 
ltartl.'llip, uel'ause it mpuns to luy out hi!; miJuey. I llavc in 
millll cus~s tlmt have (·orne to my own obsc1·vation where the 

taxpayer, in order to save himself from a <lh;traint, has hC'en 
obliged to pay the taxes under such conditions that the 11ay· 
ment of those taxes has brought bankruptcy. 

Sometimes men have credit when they can not get money, 
and sometimes they can get uond. 1\Iy proposition here is that, 
so far as this particular arnendm('nt is concerned-and I hn vo 
another one-instead of compoUing the taxpayer to proceed by 
appeal from the board to the circuit. court of nppeals, to allow 
that qne~tlon to be decided by the district court of the di~trict. 
I can illustrate it geographieally. Suppose that a tax is as
ses:·ed against me in Kanl'as City. The Doard of Tax Apveals 
comPs to Kansas City, through ono or more of its members, 
and hears my cn~e. I put in my evidence and tho Goyernment 
put:; in its cvidenee. Then that decision hy the one or two 
members of the llonrd of Tax Appeals who have come to Kan
sas City goc!:: to the general board sitting in \Vashington. H 
I am to have any relief thPre I must employ an attorney in 
'VaHhington, or I must journey from Kansns City here wilh 
my attorney~:~ and try the case. Then, if I am di~sati:-~fie<l, I 
ean appeal to the circuit court of appeals. This Uill snys to a 
circuit court of ap!)Nll::;; it docs not Ray wllid1 one. The corn
mi~81ouer may be diRHa tis tied, and he may appeal to a cir
cuit court of nmwals; be may appeal to the court of ap
venls here in Washington. Then I have got to come here 
again, 1,200 miles from my home--and I am uslng myself aH an 
illu ·tration merely-und hire lawyers and present that apl)eul. 

Mr. HF.ED of PemlHylvunin. 1\lr. l'rt>sident, llas llle Senator 
from Mi:soud l'wen the provisions of s0ction 1002 'I 

1\Ir. REED of Missouri. I thou~ht I hurl. 
1\Ir. RiaDD of Peun ·ylvania. Tllose scetions limlt tho appeal 

to the cil'cuit <.·ou!'t of appeals for the circuit whereof the tax
payer is an inhabitant, so that the taxpayer does not llave to 
<:ome to \Vu:lliugton. 

1\fr. UEEJD of Mi:-<souri. In tllat event I should probably 
llaYe to go to St. Loui8 or to St. raul or to some other place 
wllc-ro the cir<'uit court of appeals ~its in a circuit that em
uraees sevC'ral great States. I think it is an unnecessary hard
ship, so I have brought in thiR amendment. If it shall h<'l 
adopted this is the wny it will work out: '.fho Board of 'l'ax 
Appeals will sit, by one or two members, in Kansas City. I 
wm present my case. No matter what their decision mny be, 
whC'ther it is atfirmed by the full board or not, I cnn await that 

.decision and I can then file an appeal from it to the dh<trict 
eourt in Kansas City, wlJere I live, where the collector of 
internal revenue lives, and whcro tbe property ll'l located that 
is to be asRcssed; or, at lea::~t, the h!lbitat of the owner of 
that property. It is a much simpler provhdon, and if a(lopted 
would save the terrible expenso of traveling ull over the couu
try. All I desire is to fix it so that the trial shall occur as 
1war the home of tlJC taxpayer as possible. 

Mr. REED of Penn ylvania. Does not the S<'nator from 
!1i~~ouri think tbnt the procedure that he would introduce 
wonld really <'l'Nl.te one adclitionul ~;t<•r> through whidt the 
taxpayer would !lave to labor, bu!anse, to tal{e the illu:-:trntion 
that the Seuator from Missouri has used, the Board of Tax 
AppealH goes to Kan:-;as City an(l hears his (·uso by one of its 
<liYisiom~. If he is dl~suti:;ficcl with that dC'<'bion he docs not 
have to come to 'Vashingtun to appear before the full honrd; 
lle Aimply letA it go b.Y default, as it were, unless the dedHiou 
of the divh.ion ripens into the decision of the full board; or 
he may by a mere letter to tho chairman of tlle board call 
his particular ait:cntion to that case, and he can be very Hnrc 
the full board will consider it before they affirm the deeision 
of tile division. However, tlle taxpayer docs not need to go 
from Kansas City. 

Under the uill us it stan<ls the dissatisfied taxp~tyer tukes 
his appeal directly to the circuit court of a11peals. Under tlle 
St>nator's provision he would take it to the district court, aml 
if he gut his relief there, nnd if the eonuuissioner \\'N'C Hure 
enou6h of hi,.; ground to have fought the case before tl1c court, 
tllo probability is that the commissioner would then appt-al to 
the circuit court of appeals, so that tho case would rench 
tlwre £!ventually; lJut tho taxpayer would have had hi:; trouble 
for hls p~lu:; iu the district court. 

What we are trying to do Js to short-cirenlt this procerluro 
a~ much as possible and to expose the taxpayer to us little 
litigation us pos:-:;ible and. give him ·a prompt decision so far 
fiH it is possible to do SO. At present, under the laW Dr 1921, 
if the taxilfiyer doo~ not like the board's decision he simply 
ignores it and brings suit iu the dit>trict court, aad tlH'n tho 
case is trie<l out de novo. Then he goes on up to the cir
cuit court of appeals nnd perhaps to the Supreme Court of 
the United States. 'l'ltere is too much litigation about it. 
w(' are trying to abbreviate it. 

~Ir. REED oC 1\!issonri. I wish to Ray to the Senator from 
renusyl vania that I think the committee improved the blll, 
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bnt I flo not agree with the Senator's argument in whole, be
callSc lle n:-;sumcs the appeal of thc.~e cases from the district 
court. :My own opinion i · that there wtll be but few cases 
nm1ealeu. The district courts are prel'iue<l m·er by judges of 
exptn·ience and ability in almo~t every instnnc<", and if the 
tn .. ·payer can get a trinl at home it 18 very likely that he ·will 
be :ntbftcd, or the Government will he Fatls1icd, when onco a 
jnd~e has derill('(l it. It is true the rl!;ht is prescn·ed to 
rutllcr si<le to uppenl to the circuit court of appeals, but tho 
\a. ·t majority of c·as~s are not nppealed, und I think in this 
dn~s of t·aset-; few of them would JJe uppenled to tho circuit 
eonrt of appeals. 

The nwtl10<l that il4 presented hy the committef' compels 
YPC·ourse to the drcult court of nppenls at once. That <1oe:3 
mal(e for finality, tllnt is true, bnt it also makes the citizeu 
pay-! -auppo~e he woul<l be compelled to pay-the expcnso 

f the printing of his record under the rn1c~ of the drc:uit 
court of appeals, the priuting of l1ls brief, anu the sending of 
hi:~ attomeys to the court, "l1ich very likely is at a <listunt 
point. 

Tlle pro i.~ion whit'h I snhmit i. one -whieh allo-ws thC' deter
mination. nt le:1st, by a ju<lgc in the dlstri<:t c·onrt In the homo 
prnctitally of the taxpny<'r. I th'nk it lias that great advon
tu~e. I think, aiRo. it hns unother nd ·autn~e: I tltillk 1t 
means a much quicker decision and lllll('h quicker di~po. ition 
of tlH' case. 

8o I wAnt the ~enator from Imva to und<:'rstancl tlr1t my 
rt mf'ndment doe~ not dmn::;e the }ll'O('etln t'e (·.·cept in the mat
t ·r of ~oin ... to court. I do not ihink this llill i~ ns <'lear fL<:; 
it mi~llt be In the m11tter of .~ctting the l'C'cord either into the 
cir<:nit cnnrt nf appeals or 'nto dLc;;trict conrt. 

Mr. CU:\L\IINS. Mr. PresidC'nt. I nwler:-;tnn<l that; bnt, of 
conrSl', my qurl:!tion went a littlt• dtep·•r tlwn the aulC'ndment 
propos<Hl hy the ~pnalor from l\Ih;~<Htri. 

l\1r. REED of ~II '~ouri. It uoc. · go yery much <1Pcper. 
1\Ir. CU" DIT 4 ·s. l\Iy difficulty with reg-ard to this part of 

the hill 1~ rather fmulumental. At the 11re:-:<'nt time the com
missioner makes hi~ ~:-::-:es~1ment finally, nnrl the ta.·v:1y('r mn. t 
either allow the> nq~E'~. ·ment to !JI' ('Oli('Cte<l or he mu:t pny the 
Ut'~e.·~ment under protest and bring ~mit to recover tlw amount 
he has paid to tlw UnHt'd Rtntes. II euu bring tllut <lUlt 

in either of two i.rilnmalH. He can brir1g it in the Court of 
Claim:-and l.llldPr the pre~ nt law tlw Court of Claims iH 
given jurisdiction--or in cerhdn ca~es, wbieh I need not stop 
to partict~larlze, he can bring H1e !'nit in the di:..trkt court of 
the United ~tates, and it is therP, of l'Our:-:<', tried lil{e any 
other suit which may he brou~ht. So it is in the Court ot 

laim:'l. I llo not know why the Conrt of Claims is on::tcd 
from its jurisdiction by the bill before n~. I have not he~u·cl 
any t•xplanatlon upou thnt 110int. 'l'l~ere may be a very good 
ex}1lnnation; I do not know as to that. 

Mr. HEED of PcnnHylyania. Do<':-1 the Senator want an e~ -
planation now or would he prefer that I wait until he fini!"!hes? 

Mr. CU.IML. y•. Ju::<t a mom<'nt, and then I will yield to 
the Senator. Bnt the point I nm making is that there i · ab· 
solutely no wny provided in the bill for the revie\v. It Is not 
provided thut the Board of Ta. App ·als . hall cntify to a 
rE'cord. It is not provided tltat the Board of Tax Appealt; 
Hhn1l have any record. The Board of •rnx AppC'als, f.IO far as 
I know the law, can try the ea:e wtthont taking down one 
~y1lnhle of the tcRtimony thn t may he intro(lucerl. It l~ not 
r quired to mnke u rec·ord. I Rpeal{ vith dl!ft•rf'nce ahont that, 
hPcan~.~ I am not as familiar with the bill as tll Senator from 
renn!'ylyanla ls. 

If tho clr<~nlt court of Elpp<'nls, or tllC' di ·trict court, eitlwr, 
for that mattPr, is <'alled upon to revit•w the nrtion of the 
Hoar<l of 'l'a:s:: Appea1F~, it mu!"t be revlc ert in one of two way.·. 
lt muc:t ue revieweu upon a reconl made hy the llonrd of Tax 
.Appeals and certifiNl to either tlle clistrid court or the f'irc:nit 
court of appeals; nncl that is provid fl for only in n very in
direct way and a very um:ati:sfa<:tory way in Il{ll'Ogravh (!J) of 
tbi · tsectlon, which reads r 

~ncb court.-

• rwnldng of the circuit courts of appeals-
are authoriz1~d to adopt rule~ for the filing of such ~tition-

1 a. ·ume that is a peUtion for a review-
and the conduct of proceedings upon such review, an<l, untn the 
ndoption of such rules, the rules· of such courts rclnt1n!; to appellate 
proceedings upon a writ of error, so far ns appllcable, shall govern. 

What is tho proceeding upon a writ of error in nn appellate 
court? A writ of error may bling up to the appellate court 
the entire proceedings had in the court below, or it may bl'ing 
up a single point.. It does not require a full record ; and 1n a 

writ of error the litt~ant mnst take hi~ ex<•f'ption in the b·lnl 
court, nnd he must pre!-{crve that exception by u hill of C'xeep
tions which is signed uy the trial court. 

I can not conce!Yc, 1\Ir. President, of n proceeding in an ncl
mlnistrative bonrd, even if it is qum;i jn<llcial, in whir·h n l'e
view is attempted hy a ju<licinl trilJtmnl. In the first plncc, 
I llnYe the very gravest clouht about the constitutionalitv of 
the entire proviF:ion. I <lo not belim·e thnt the Board of ·'L'ax 
App<'nls is a judicial trihunal. If it is 11 jucll<::inl trihunal, its 
members mu. t be appointed as provf<lcd in 1he Conc::titntion of 
the United States; they must be nppointed dnl'ing ~;oocl hc
hnvlor. If it should be held that the Bonrd of Tnx Appeals is 
n judicial trilmnal in the ~cnF:c of the Constltntion, then it 
seem~ to me that the whole fonndntion thnt is lni<l in thl 
~edlon nnd the .snlll:leqneiJt flcctionR for n reYiew will fall. If 
it is not a judidnl trilnmal, you <'illl not appE'al a <:n!'5e from 
nn ndruinistrntivc ti·ihuunl to a jndldnl tribunal. You cnn re
view the action of sul'h a trllJnnal as the noard of Tux App .lls 
in n judidal way; but it muRt he redewed either by nttacl~
lng the order of the ndmi?istratlve tribunal in a court, ns, 
for luc::tance, by au npplleat10n or a petition or a bill in equity 
for nn injunction, or it can he enforced, on the other hand, by 
n snit brought uy the ndrniniHtratire tdbnnal lo enforce its 
ur<ler. 

I know tlH're hUB been ~orne confu~ion about this particular 
point; and ft lm bceu mid that the or<len.J of the Intel·state 
Comruf'rce Uommi"'Sion, which i~ u~ trnly jmlicinl or quasi 
jmlil'ial as the Eonrd of Tax Appeals, can he reviewed, nnd 
that the order~ of the ~'ec1eral Trade Commi. slon, which occu
pies exactly the same relation to our Government that the 
Interstate Commerce Commif'sion does, rnn he reviewed, nnd 
thnt under the pacl{er~' af·t lt is providE'cl that there can be 
a rcvh~"·; hut I have looked in vain for a <le<'ision of the 
Supreme Court of the United StuteH wllic:h holds that there 
e.m he what we UJHlf'rl-'tand to bo an appeal from RU<'h a tribu
nal to a jutlldal tribunn1. 

1\11'. HEJI'JD of Penm;ylvaniu. Mr. President, will the Senator 
permit a question? 

:\Ir. CU~C\IINS. Certainly. 
.lr. H.J.JI•~D or rennRylvauia. ·would not the Senator's en

tire oujcc:tion on that score, then, l>e removed if we were to 
mnend the worcl '' appPal '' to read "rcvlew "? 

~Ir. UlDDIIN8. .r~o; you uRe the word "review," but in 
some fa:-:hion that I can not quite understand you are to ""et 
the rceord of the inferior trilmnal before the superior trlbu· 
nnl. I do not know how you are going to get it there. 

~Ir. IU;l•JD of Missouri. l\lr. Prc:ldent, I have not given 
tllis ('}au~e of the bill anything except a \cry cnr:;;ory rend
in~. ...Iy attcn tiou WO.I:3 d1rected more partieularly to the 
place of redew. 

1\[r. CUl\Il\IL ·s. Do not underAtancl tllnt I have any r,b. 
jectlon al all to the Senator's amendment. 

)!r. REI•JD of l\Iis~o;ouri. No; but nnh•s::~ there is apt lnn
guPge in the bill providing for the pre ·ervution of a re.:ord 
nnd for some proper certifieation of th record, I think it 
ought to go in. I submit to the Senntor, however, wlle her 
the <loc·ument wbkh tile taxpayer fil<':-1, in which be appeals 
from the dC'Cil:31on of the board, is not in the nature of an 
orl~inal petition which he might fllc to review or set nRide 
the <leeh;lon of this hoard; and, ultllough it does 11ot r.ume 
witl1in the old formA, nevertheless we have the power by 
statute to giw the court a jurisdiction by .·ayiug jn direct 
terms, if we want to, that whenever the Bonrd of Tax Ap
veals bas rendered n deciAion, its record. which shall <>m
llrac·<" all of the l'Vidence taken and tile rulings tlwr~on, hall 
hC', at the reque:t of the ta~pay<'r, C('rtified to n cunrt, nnd 
that it shall constitute the reeord upon whi(·h the court sLaJl 
decide the case. If tlmt is not in here, or something like it, 
it ought to be . 

Ur. CUi\ll\£TNS. I think there is no difficulty whate\ cr 
in giving either the di.'trict court of the United StateR or 
the circuit court of app als original jnriscliction of this uh
ject; but, when you <lo ~fve it original jurisdiction, mv jnng
meut is that either the Government in· the tnx}Jayer· ought 
to he permitted to iutroduce furU!Cr te,'timony that reln1es 
to the is~ues of the enHe. · 

\Vhy shoulcl you cut ofl' a man from his opportunity to 
introduce cvidenee ff he belieYcs that the action of the Gov
ernment has been illegal? In every other ·use--in the caRes 
that relate to the Fe<lernl Trade Comml:l-don, in the cnAes 
that r late to the Inter~tate Commerce CommiAsion-when 
their orders are sought to ue reviewed by an ori;;inal petition 
brought in any court, both sides mny intro<lu<~c auditioual 
testimony. · 

I am not very familiar with the way in which cases are tried 
before the Board of Tax Appeals and just how tlley do or>er-

l 
I ., 
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ate; but under paragraph (b), if the Government or the tax
payer should offer teRtimony that was irrelevant, immaterial, 
or incompetent, and it was admitteu, there is your exception; 
you take an e~ception to that antl can review that ruling, 1 
suppose. 

Mr. REED of .::\Ji.s~ouri. I think the most dangerous point 
the Senator makes on that suhject i that if no exception 1s 
taken to the deei:-don, or to any ruling made, a court on ll.I)peal 
migllt refu.;;e to consider the objection then raised for the first 
time. 

Mr. llEI~D of Penm:yl\nnia. Mr. President, will not the 
Senator let me interrupt him? 

1\Ir. CU:\DII... TS. Certainly I will. 
1\Ir. UFED of Pennsylvania.. The whole thing, I think, is 

answered hy the provisions of the bill on page 273, where the 
make-up of the record before tho board is fully described
the pl·ovi,;;ion for finding · of fact and for conclmdons of law, 
the provision for an opinion giving the reasons, and the trans
cript of the :;;tenographic report of the hearings-and then there 
is a proYhdun that the rules of evidence prevalling in the 
equity courts of the District of Columbia shall govern this 
board. The rules to ·which the Senator has called attention, 
which are found in clauHe (b) on pa~e 279, are rules of the 
a11pellate court. 

1\fr. CU~:I 11 .. S. Prcci~ely. 
1\lr. n.EED of Penm;ylvnnia. They do not relate to the pro~ 

cecding._ before the hoard it;~elf, although they clearly can 
relate to the making-up of the record on appeal. 

~fr. ODM.IINS. llut there is no provi~ion whatever for 
~Ptting the record that is made before tile· Board of Tax: Ap
J.X'Ull:l befor the circuit court of appeals. 

Mr. REED of Pennsylyanin. nut it is provided in section 
(b) on pag-e 279 that the courts arc to adopt rules for that. 

1\Ir. CU:Ulfl.~. ·s. Oh, no; they can not adopt rules for the 
Board of 'l'ax Appeals. 

Mr. REED of rennsyh·nnia. nut that was not what the 
Senator ~aid. The Senator t;poke of getting the record uf. to 
the apJlellate court. That "\\-ill he done by writ of certiorar , or 
its equivaleut, i..suing out of the appellate court. 

Mr. REED of 1\Ilssouri. nut what record, Mr. President? 
Mr. REED of Pennsylvania. The record that will go up will 

be- the n "Cord that is made as directed on page 273. 
1\Ir. REED of Missouri. Let us see what that is: 
(b) It shall be tl.Je duty of the bonrd and of ench <llvlslon to muke 

finding-. · of fnct nnd a dcc!sil)n in en.ch en. e before it and repo1·t 
thereon in writln;;, except thut the findings of fn.ct and report thereon 
may b omitted in cn.l'le of n decision dl misaing auy proceeding upon 
motion either of the taxpayer, tlle commlssiom~r. or the boar·d. When
ever the board deems it ndvhw.hle, tile repo1·t shall contain an opinion 
in writing in addition to the finding- of fact nud decision. 

(c) All reports of the bonrd nnd all evidence reeeivcd by the board 
nnd it~ di\"islon~:~, including a transcript of the .·tenogeapblc report 
of the be 1·ings, shall be public records oprn to the inspection of tile 
public, except thnt after the decision ot the hoard lu auy lH'OCeeding lms 
become final the board ruuy, upon motion of the taxpayer or the com
ml~sioner, permit the withdmwal by tlle party entitled thereto of 
ol'l;;inals of l>ookM, documents, and record~:~, and of models, diagrams, 
and other exhibit introduced in evidence before the board or any 
division; or the board may, on itR own motion, make such other dis
position thereof a it deems advisable. 

That i a provi~ion to make them puhlic records, but it is 
not a provl"'ion thnt the tcHtimony shall be taken in shorthnnd, 
or, taken, that it . hall be tran~crihcd, that it shall be certified, 
that it shall constitute the record in the caRe, and that it, 
together with the findings of the IJoard, shall be sent up on 
apv('al. Does not the Senator, as a careful lawyer, think that 
we might haYe some difficul1.y in beiug sure that on appeal 
the evidence goe: up, nlthough it is made a public record? 

:Mr. REED of Pennsylvania. Yes; I think we might go more 
into detail with that. I think it was the intention of the 
draftsman that it sbould be pnrt of the record, but he has 
not Raid . o in clear language. I think that can be improved 
by further amenllment. 

Mr. CU~!MI1TS. Does the , enator think the circuit court 
of appeals could issue a writ of certiorari to the Board of 
Tax Appeal. ? · 

Mr. U:hlED of Pennsylvania. Under the power given on page 
270; yes. 

Mr. REED of Mi ~!';ouri. Why could we not get past that 
by . imply saying that, in case an appeal is lodged, the record 
shall be forthwith Rent up? 

Mr. REED of renn!olylvania. Because in many cases the 
whole record is not wanted. 

Mr. HEI-~D of , fi: .. ;::;ouri. Or such part of the record. as the 
tax:pnyct· calls fur. 

Mr. REED of Pennsylmuia. The Senator from Iowa callE>d 
attention to the fact thnt on writ of error often the whole 
record did not go up. It ought not to go up in this case. 

Mr. OUMMINS. 'Vc ugree on that. 
Mr. REFJD of renn~ylvania. In some cases one-tenth of the 

record will pre. ·ent the only question that needs to be litigated. 
Mr. CUMMINS. But there mur;t bo e~tahlished ._orne sort 

of a legal connectlon between the circuit court of appeals and 
the Board of Tax .Appeals or the district court if the amend
ment of the Senator from Missouri Ahall prevail. I do not 
think the connection is established and deAcribed. I have 
some doubt whether the connection can be c::;tablished, but the 
Senator from Pennsylvania has considered that question, and 
t have no disposition to argue it. 

Ur. REED of Pennsylvania. May I al"'o offer another su~
gestion to the Senator, so that he may nn:-Jwer 1t before he 
coucluues his remarks? He spoke about the impossibility of 
taking evidence in the circuit court of appeals. I assume such 
a court always would have power to take testimony by a 
master, if it wanted to appoint one. 

1\Ir. CUl\UIINS. The Senator must have misunderstood me. 
The circuit court of appeals has no difficulty in taking testi
mony. 

Mr. REED of Pennsylvania. W11enever it wants to do it. 
l\Ir. OUl\11\IINS. It has original jurisdiction in quite a 

variety of cases where it must tako testimony. 
Mr. REED of Penn ylvania. Tl n I must bave mhmnder

stood the Senator. 
1\Ir. CUM:\HNS. I think the Senator misunderstood me. 
Mr. REED of PennHylvania. I think the Senator was n0t 

in the Chamber when an amendment was adopted on pnge 282, 
referring to the authority of the appellate court, in paragraph 
(b). I will read the section to the Senator as it has been 
amended: 

t'pon such review such courts shall have power to affirm or, if the 
dcci:;ion or the board is not in n.ccordnnce with law, to mollify or t() 
reverse the decision of the board, with or· without remanding the case 
for n rehearing, as justice may require. 

So, if there has been any inadequacy in the record, it can 
always be correct<'d by a remanding, with a direction to take 
further testimony. 

Mr. CUl\L\IINS. l\Iy own judgment i::; that if the circuit 
court of appeals can acquire juri~dlction at all, it ought to 
enter the final decree, precisely as it docs iu cuse~ of equity, 
and ought not to remand en ·es to the Board of Tax Appeals. 

l\Ir. HEED of Missouri. It seems to me thnt. in view of aU 
these complications which have come up, we will save the time 
of the Seuate and the time of all of us if this matter can h~ 
pas~cd over, and we can take a few minutes out of the Senate 
to frame the,·e amendments, about which ~ e cau probably 
agree; exeept that I hope the Senator from Pennsylvania will 
agree to my amendment and let it go in. 

1\Ir. R!i;ED of Penn ·ylvania. I do not like the Senator's 
amendment. becam:e it introduces just one mN'e step to be 
tak•n in contesting cases. · 

l\Ir. Rli1FJD of Missouri. There is a possible ndditional step, 
but the fact is 1.hat in 00 per cent of the cases in all probaiJU~ 
ity the case will be settled in the district court. 

l\Ir. RIDliJD of Pennsylvania. It means just one more trial 
of ('ach case and one more court to go to, and I do not like it 
for that real4on. 

Mr. OUMl\IINS. We can very easily avoid that if we so 
desire. S<'Dators are trenting the Hoard of 'l'ax Appeals as a 
court of original jurisdiction, and if they wn.nt<•d to they could 
muke the decision of tlle district court final, because then the 
taxpayer would have hnd two trials, just as a litigant bas two 
trials whPn he tries a case originally in the district court and 
takes it to the circuit com·t of appeals. However, I nm uot 
sure that I would favor the Senator's ameudmellt. 

Mr. REli~D of PennAylvania. I do not believe I would favor 
that. ·we would be getting a great variety of <lecislons. 

Mr. HEED of l\lissouri. The fact is that if a case goes to 
the lloar<.l of 'l'ux Appeals and js decided, and goes to the dis
trict court, in all human probability that will end it; but the 
right ought to be preserved to go clear to the Supreme Court 
of the United States, if that right should exist. 

Mr. CUMMINS. Under the vrcsent law that right can exist 
only through certiorari, or through a certificate of question IJy 
the circuit court of appeals. 

The PRESIDING Oli'JJ'IOER. The questiOll is on agreeing 
to the amendment offered by tho Senator from Missouri to the 
committee amendment. 

1\Il'. RREJD of Missouri. If the amendment is not accepted, 
I suppose we will have to call for a quorum. I want to pr 3cnt 
my reasons for offering the amendment. 
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Mr. REED ot Penn~ytvanin. Perhap. for the prc~ent the 

Pa~Jiest way to llan<lk the matter would be to accept the Se.n
ator·s amendment, with tbe understanding thnt we may movo 
to re~on~ ider In tcr in the dny. 

:\lr. H.I~ED of Mi ·sonri. Very well. 
The PllERIDING OFFICETI. 'fhe qnr~=:tion is on agreeing 

to the amelHlmt:nt ofih·cu hy the Renator from Mis:ouri to the 
cmumittef' unwJHiment. 

'llle umemlnwnt to the ame.udme.nt wa.c: agreeU. to. 
'J'ile amendment n~ nmemled was ngr~d to. 

fr. REI<~D or Mi.'sotui. I hnvc another nmcnclment, which 
I fleucl to the de~k nn<l fll-lk to have rend. 

The PI~E. 'IDIJ.::rG OFFICER. The Secretary will state the 
anWJI(llllellt. 

'rhP (~I! IFF Cu:nK. On page 127, section 274, to amend by 
inserting iu advauce of t11e text of puragruph (a) the fol
lowing-: 

TJH• r~turn rnntlP lly the tn'{pnyer ~hnll be prima l'acte cv!tlencP. of 
Its cnnectnt>l!!-l, nntl till! eu111mi Hioncr shall uot uc<:lare that there i~; a 
dctic! Pn(~y jn the return until hi) hns given tile tnxp1lyer notice thnt a 
uefkit•ucy i · lJPliPHII to cxl.;;t anll l:ns giH•n tlle tuxpnyer au oppor
tuuity to <'Xplnin tl:e <tlll'.g~'l 1lefi<:iency. 

T1·. HJ<JgD of Pennsylvnnia. I n.:k nnnnimous con:ent that 
the vot · hy whieh the committee amendment in~crting sectioa 
27-1 wus ndopt d he rt'C{JllBidcrcd. 

'l'he PHI~SI Dl.l ro Ol•'FI ElL I: there objedion? The Chnir 
hears noJH>, Hll(l the vote is rccon:-;idcrcJ. The question h1 on 
ng-.·~eing to the nmendmcnt offered hy the Senator from Mis~ 
!-! ui to tile amendmPnt of the committee. 

:Mr. REED of Penn. ~ lvanin. I think the nmendm(mt is open 
to ubjt•eti<.n, ·utieulurly .in ~:a~e of jeor,ar<ly a. 'ssments, and 
I think tllut the lnst }mrt of it is really wmoccs nry, be.<·Sluse it 
outlines tbe vructice whid1 the commissioner now followF:; that 
i.'. in givb;..:- the ta.:payer a chance to Jre:ent his side uefore ht• 
Hf>J1ds oui. lH! formal UO-dny letter. 

A.· we aud th< :;e vn rion3 re(]uirement. · in the statute we nre 
simply lllUitlplyiug tile tcchniealitie~· <rpC'n to di~ltone. t tax
x.uycrs. It is o11e more ~tev that the co111mh:~ioner has to estnh
Jish a: a prcreqniFoite to hh; ri"'ht to coiled. A~ a matter of 
fad, it i n ju.~t thing that he t:hould .... ivc au opportunity to the 
tn.·payl•r, aml, u · n matter of fnct, he de es it uow; but I do not 
Jike to :ee it ndtleu ns a condition vreeeuent to his authority to 

do so, they will suffer no ndditlonal hardship. There ought 
to be n protection of the taxpayer. I think ubout one-third of 
the dissatisfaction that our people feel in pnying taxes to-dny 
arises from the way in which the busine~~::~ iH handled. There 
hnve been ontrug :,; perpetrated that I '\\'Ould not wnnt to tell 
about on the floor of the .'enate. I have known of concerns 
being bankrupted by the purely arbitrary action of young men 
who have had no t'xpetlencc, but arC' Filll}Jly ke •nly nlivc to 
the fnct thnt it i: their bno:inesH to get the moue:. 

Before any man in tile eountry has what amount~ to a judg
ment entered against him-becau. e that h; in its nature whut 
is done wllrn llis taxeR nre raised with the right of a flistrnint 
to l1e issawfl by tllc Government at once existing-! thiuk that 
th<' tnxpaycr ought to have notice so he cnn protect himself. 
I have modificil the nmrnclnwnt l.>y inserting the words sug~ 
gestcd, and I hope the Senator from Pcnnsyl ·ania will not 
inf:i~t on hi~ ohjel'tion. 

The PRI~SIDING OFFICER. The Chair ~ng-g0sta thn.t it 
may l.>e advh:nble to have the amendment as modifleu again 
reported. The clerk will report the amendment to the amlntl
ment a. modified. 

The CHJEF Cu"HK. Amend r-:e<'tion 274, pn~e 127, by in. erting 
in ndvance of the text of the uill the followin~: 

274. (a) ExcciJt in case of j(.opartly a~o~~;c!l!'lrncnt:, tht.:! rrtum mn<lc lJy 
the hL>:payer :>l1alJ !x• prlma facie evi<JL'IlCC of its corrt>rtness, a JHl the 
(Ommf~;~sloul'r sh 11 not dccltll'c thnt there is a dcl'lcll'ncy in the return 
until l1c ha, g-iven tho tuxpayer notice thnt a liPflricncy is believed to 
ext t and has ~,;iv<'n the taxpayer an opportunity to explain tbe n11eg(•tl 
drllcl<'ncy. 

1\lr. HPJED of Pcnnsylvm1ia. I think I can assure the Sena
tor that the amendment i~ not ncce~; ·ary, but I . ug-gc~t for 
the present thnt we accept it with the unucr. tanding we hncl 
with referencp to hi other anwmhnl'nt, that we may movo 
Inter to n•con.·ider in <:aAe we fail to agrt'e. 

'-fr. REl~D of Mi~.·ouri. 'l'l1nt il" ag1·eeable to me. 
The PIU~RIDING OFl,'ICiuR. 'l'he question is on ugrccin~ 

to the ame}l(lmeut of ihc committt•e us modified. ,\ .. ithout ob~ 
.ieC'tion, it io agreed to, ancl the amendment a~ amended is 
agreed to. Hns the ~enator from Mi~souri unoth r nmC'ndment'/ 

1\fr. REED of l\IL E,ouri. Yes: I have sent it to the dc~k. 
'rlw Pugsn>ING Oli'FICEH. '.fhe amendmE-nt will be reportc<l. 
'rhe CIIII~F CLEnK. On lJHge 1:-32, after line 13, in~ert: 

x>nKeed further. In any event, antl notwlthf'tanding the other provblons of thL"l act, 
Ur. REED of .. i souri. There i!'\ one ohk<·tion which the ony 1nxpayPr a:;grlev<'ll by the action of the comm1R~loner may 1ile hJs 

Re-na tor has rnbNl '\\ hich I nm wUlin~ to meet; that is, in en c 1 nctioH in tLe di:.;trict court of tbc dl. trict in which be re~ldel:l to r view 
of an emerg-ency, and I am willing to interline the proper wor<ls the aetiun of the cowrui~;sioncr nJHl/or to determine the amount of 
to take ('fl re of thnt. 1a ·l'R hy hlm justly uuc antl pnyahlc. Upon the t1ling of such pctltiun 

Mr. HEED of Pt•nnsylvania. Ad<l the words " xcept in cases tng<•tl:r·r with a ~ood and :mnlrient bond conditloncu that the taxpayc; 
of _ienpardy a~;~eK.·mcnt!:'.'' will nt.itlc and r;utiHfy the deciHlon of the C(lUrl, no uistraint against 

Mr. HEBD cf Missonri. ~lake it rend: the tH·operlk: or the taxpayer ~;boll i~<::;uc. If such bond is not filed, 
'lllo> return mntlc by the tnxparer sbnlJ be pritnll facie evidence or tlu ·n <listrulut may ls!iuc Ul:l eb< where ln this act provitlcu. If the 

its correctueb'S, and the commissioner shall not, except in ca es of court, upon the hcuriug of the cause, !ilbull fluu that the Hu1t was fllccl 
j(opanly r1•· cs ment , declare- I for the mt•rc pUI'poee of d£>lny, o_r. that the action wn. ~ot in goo1l 

fulth, then the cout·t may, ln ac!utt1on to the oth<'r P<'llllltlc:; providctl 
And so forth. . · . . . f r in tLIH act, nwnru an a<lditiunnl pt'nnlty it• I'.'C<'Jo!S of th~ taxes 
I am t>r;r rnu~·h m carne._t n?<>nt tht~ propnf>thon, hec·nuse rdurncu hy th<' ta.·pnyer of nDL to <'xcccu 10 per cent of the tu~cs 

I lnww tllnt wlltlc the connnisswuer may havE> a cu~tom of I fountl to ul' due 
notifying the taxpayer~, it 1: not · oln.:crvcd. They may oh- ' · 
f::lerve it in c·Ntain rn:-;t'!', uut in the lnst 00 <lays three en es _ Mr. HEED of Penn. ylvnnia. With the same agrt'emeut us 
have come to my dir ct attention where ta. payers bavc ~-;im- 1 to thts anwtulnwut that we haye as to the other two amEc~ud
Jily l>rl'n not ificd thnt tn. es have bct'll rni: •d, nncl in one of mentl-l, that a motion to reconsluer mny be mnlle, I shull uot 
tbo.;e t·a~l'li in pnrtic:ular thN' '\'US an nh:;olutely plnin cxpla- prm;t>nt nny ohjedlon nt this time. 
nution. nlHl. if the youug- mnn wbo came out to re1•resent the lr. HEI<:D of ?IU. :-;onri. 'That is agreeahle to me. 
Go ernm( ut had taken the pnin~ to interrogn te the taxpn:er, 'l'he PJUJ, 'IJH ... 'G OI<'h'ICEH.. Witllout ohje<:tiou, the amend-
(•ertninlv t11ere would never llave been any incrense in the Im:ut of the ~enutor from l\lisHouri is ug'l'eed to. 
l(>vy. ~ i\11·. Sl\II~f'H. Mr. l'r<'Sicft nt, n.a: I nHk the Henntor in 

I clo not !'peak of the. c ca.'<'~ bec>nn~e I have nny . pccill in~ c:llar!!e of tLe bill if the committee amendments bnve yet lJeen 
terest in them, hnt he<:ansc they llflllP<?nc<l to eome to my at- completecl? 
tcntion. The circumstnucps in the case I mentioned the other l\1r. HEI~D of Pellnsylv!lnin. No; we are HOW eousiUcring nn 
c1ay were these: An nttorney tollecte<l n fcc of some $18,000 nmeJHlmL•J•t on pnge 32G, which deal· with tt:-:l"h:.1nntH to the 
from a bo y of Jn('n for whom he was workin~. Tbnt wa~ g nernl counsel. There are uLout half a dmwu committeo 

ubstantially hiR income for the entire year, for be hnd been nmeJH1m ntH t'till to dispose of. 1'he Renator from Utah was 
giving them nll of his time. He reported lS,OOO legal fens, <li~C'U'lsing this UnlelHlmeut u short time ngo. 
hut he <lid not f:ay from wbom he had collcctNl the fc~. which lr. KING. Ht.•cnrring to tl1e amendment, which I ··lt:\ll 
he wn not r(•quired to uo. One of the.·c hright young men, ln·iefl.v stat~. I wnut to :-;uhmit jllRt n word or two. On pago 
in examining the bw)ks of the men '•bo had paid this attor- 32:3, h£",.inuing with line 24, tl1e following lnugnage ~ Plle:trs: 
ncy the fcc, diseo crc<l that he hnu rcc;cive<l this money. and. There i: hPreby ct·cnted in the BUl'cnu of Internal Heyenue the otnco 
without . aying a wor<l to bim, proec(•defl to rai~'e his n: .. e."·- or as. istant to the 1~cncral counsel. 
ment, and then notified him, nftPr it bud heen <lone; nml, of 
cour~e. he is put tn all the dif!iculty nuU. circnmloeution of Tl1at is a part of the nmc1Hlment t('nclcrcd by the l!"'inanco 
explnining thnt matter. A Rlmple visit to his ofticc aud an iu~ CommiW•e. To that seuten('c I hu ·c no ohjrction. It is to the 
qniry. nncl the trouble> would han• bt>cn n voi<l<>d. re:ldue uf the . cctlon that I objcc·t; it rca<lH HH follows: 

The 'Aenator :.;aid thnt tlle rommi.:>~iou •r::; hnve followf~cl the A,.::;i tnllt!': tn the t-t<'nl'rnl coum·el ~o~hall be appotntetl b1 he Prcsl-
rule whlth I now :vrovo~c to put iuto the luw. If they already dent, by nnd with the advice 1111d consent of the l:)cnule, but not moro 
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thnn six nsslstunts s nll 1101J office nt any time. Each assistant 
to the scneral counsel sbull receive n sulury at the rate of $8,000 per 
annum anll shnll perform such duties as muy be prescribed by the 
comwi ·Hion~r or rcquireJ by lnw. 

Such lE>ghlution in my opinion is highly improper. It is an 
attempt to take care of six persons now holding positions in 
the 'I'rea::;ury DPpartment. I opposed this morning in a tem
perde way :orne of the provisions relating to the lloard of 
Ta.· Appeal:. 

I .·tutNl then that the board was ~uturated with hureau
rrl!.<:Y. A 6'"l·eut majority of the appoiubnents were from 
within the llt>partmeut or gntherod from the outside from a 
li.·t of pt>n;ons who hud recently severeJ. their relations with 
the <ltpurtruetlt. It Se{'lliS as if the commissioner, or tho~e who 
are cout.roUhlti the tax unit of the Government, want to kcrp 
within the <lepnrtmC'nt, nnd in these important positions, pcr
s<m!:l haYin·• their point of view and who will owe their np
pointillents to thust' wlw;-;e actions and rulings they are to pass 
uvou. 

I nm H<'lvi e<l tl:nt efforts to have appointed to this 
bonr<l luwycr;:~ of reeognize<l standino- and ability were un
snc<·e. ful, and the r"a~on was that the eommiRsioner and others 
conneeted with the Treasury Dcpartm0nt dcterminc<l th::lt 
mo:-:t of thP memberR of the board should he employees and 
ex-employ(•<•. of the Internal Hevf'nue Bureau. In my opinion 
the letter uu.tl ~·pirit of the ll1w were not observed in the se
lPction of !K rsous to fill the bun rd. 1\lo. t of the members of 
tlte board r<'pres<.mt tbe 'l'rNl.sury'H Yicws ; they have grown 
up under the SI1irit of the tax unit, nnd. can not do otherwise 
than refted the unlt'~ news upon the questions which will 
ClliUc I~Crore them. '.rhitl is unfortuuate wllen it is rE>called 
that tl:c inw~ti~ntlon of the Internal Revenue BurNm by the 
C.>uzcn <:(lrumitwe demon. t ·a ted thnt erroncou" rulings have 
h<x>n made, injuro;tlces lun·e l>cen pprmlttf'd. confu~·ed dE>Cisions 
hn ,.e bt:'C'll made, nud thr Gover urn nt hns lwen deprived of 
million. of tax!'· lr~nlly due from ln.rge corporations. 

l\[o~t of tho ·e uppoi11ted upon the board were per!'lons wllo 
hnd h ncl no ·pt.•rlencc us law;rers in the genernl practice of 
law. 'l'hey were ofticinls in the tnx unit, nnd with l.>ut little 
knowled~e of the great science of the law. I am not condemn
ing the hoard. So far ns I know, they are men of good char
aeler and ability. I um criticizing the policy of filling these 
pnsiiion~ wilh :.::o many youilg men from the tax unit instend 
of 1-1elc~tin~ llwyer::; of large ]!ructice and recognized standing 
by the vrof(':-;Hion. I do not thinl~ the burraucratic view should 
l.>e so struu~Jy rcprcseuted on the l.>oard. But to retnr11 to my 
anu•ntlmC'nt. 

There are six other men in the tnx unit whom the commis
sion dc·sircs to r(·tuln, it is claimed, and they must therefore 
V'' ~iH'n new titles and incrca:-;ed (•molument. The Honse pro
vidNl thnt there sl10uld he created six Hpecial deputy com
mil--l,.;oners of internal revenue to l.>e llJ1pointed by the Prcsi
dl'nt, with a salary of $8.000 ver annum each. They were to 
hold ol!iee indefinitely; it might be n life tenure. The House 
gnn~ the-,·e iudividual · a llight>r title and larg-er salaries. TlH-'Y 
are to perform the snme duties with diminishing resvonsil.>ili
ties allll dntie. , IJc<·au:-:-e the work of the Internal Revenue 
Hurenu '''ill g-row 1<'~8, aud with the settlement of the war
tax: cu:C's there will he a material diminution in the activities 
of the l.>ureau. The llouse raised the salaries of these six per
~onl'l to ' ,000. 

Tile Finance Committee amended the bill and provided tha.t-
At:Ristant'S to the general counsel sl.Jo.U be o.ppointed by the Prcsl

df'ut, by and with the novice and consent of the Senate, l.Jut not more 
tllnn six assistant . l.Jnll bold office at nny one time. Each assistant 
to tile gen<>rul counsel ·hall receive a salury at the rate of $ ',000 
per annuw, etc. 

The Scnn te committee is sWI solicitous for the welfare of 
th£>se sn me r-;L- men. They are cnllE'd "assistants to the gen
eral counsel,'" l.>ut their duties are to lle the same and their 
~>nluries the same. The general counsel already has 1G2 law
yerH working un<ler him. 'Ve nrc nske<l now to give lllm six 
uclditional oues, with salaries of $8,000 ench. I sul.>mit this is 
E:lpPclal and unju. ·t legi~lntion. Its Role J>Urpose' is to care for 
pet·sons now in tlle burC'au and give them n tenure of oflice 
different from that which they now enjoy, with a great increase 
in compf'usation. 

But it may l.>e said the men hol<l important positions and 
the <lepnrtment needs their servic<'s. Tbut is said of nearly 
~very otlicinl in the GovNnment. Particularly when legislation 
lS contemplated to abolish the office or to <liminiRh the salary. 
The claim i. then made that the official is indispensable to 
the vublic servic•e. It is possible some SE'nntors think they are 
indiRpen ·able, nn<'l th<'Y may appeal with great earnestness to 
their coru.tituent · to reelect them because of their invalual.>le 

services to the country. However, they retire or pnss on nu<l 
the Repul.>lic moves on undisturbed by their departure. 

The positions in question are not vital to the country; they 
can be filled if the present incumbents should re~·dgn. There 
are no "key pos1tion8" that can not be filled l.>y others t!lUn 
those now occupy:in~ them. Other men can fill the positions 
the men are occupying to-day, and '\';ith as much ability ns 
that which they exhibit in the performance of their duties. 
I submit that the effect of this propos<'d legb;lation will bo bnd. 

If we take the:-:e rnen now occupying poditionf:l that corre
spoud with beaus of bureaus and give them .;·8,000 a year, 
every head or subhead of a bureau an<l every per:-;on holding 
a correspon<ling position in the various departments will cll'
mand an increase in salary and perhaps n higher and more 
exalted title. It is my opinion that if we enact into lnw this pnr
ticulnr provision every oilkial in the Government who occupies a 
corresponding position in any dcpnrtment or any executive a~en('Y 
will insist that be shall receive $8,000 per nnnum. I think thi:'l 
proposed le~h;lntion is unwarrantNl and disr:rhninatory :nul 
will be provocative of further attacks upon the 'l'rea::;ury, nu·
ther efforts to increase salaries in every department of the 
Government. 

'l'here was no explanation ma<le before the Finnnce Commit· 
tee which satisfi<'d me as to the widdom or necessity of thi:.; 
action. Those men are th re, and tlwy have l.>een tht"l'e f1n· 
yearR. I think if some of them should go that th('rc would be 
no disadvantage to tho Government. Tlll're hnve g-one out oe 
the department to the advantage of the Government }lE'rHOil:i 
who held similar JlOSitlous. 'l'l10re nre some m~n who would 
come within this cln.~s who are men of al>ility nnd stuudill~. 
l>nt they huve IJeCll there for years; they have lJeen Rntil".th."l 
with the salary recein•d; and there is no reason why t!J~?y 
shall not continue. If they do not do Ho, others will be gla(l to 
take their places without nn iucrefl~e in :::;alariPs. Ro, l\Ir. 
Pre~:;i<lent, I hope that my amenduwnt to the committee nmend
nwut will be adopted. 

The PltESIDIXG OFFICEll. The mnendnwnt of the junior 
S<:nntor from Utnh will be stated at tlle dt.•Hk. 

Ur. KING. l\ly anwndmcnt is to strlke from the S<'n!l1t." 
committee omeudment begiuning in line 25, on pa~e 3:!ri, all vr. 
the rrsiune of the paragraph down to and including the word 
" In w " in line 7 on page 32\3. 

Tlle PRESIDI~G OFI!'ICER. The amcndm('nt will he stated 
from the de::;k. 

1\Ir. COUZE~.rs_ I snggeHt the al.>sence of a quorum. 
The PRESIDIXG 0.11'FICI•~R. The absence of a quorum being 

su~.c:csted, the Secretary will call the roll. 
The Chief Clerk callC'cl the roll, and the following Senntors 

anS'\VCl'Cd to their llUllll'S: 

Ashur·st Fl'ss f,n. Pollt'tte 
nayuru Fletrhcr McKellar 
J.;Jeu ~;e JJ'razlc·r McLean 
llo1·o h GPol"{{e 1\IeMaster 
Bratton (,;eny Me. ·ory 
Brookhart Ullktt :\I l'tcal! 
Broussard Gill HI! ~~ ose.-1 
Hrnce Gorr Neely 
Dutl<'t· Gooding l\'orri:i 
Cameron Hale Nye 
Capper Harreld Odclie 
Copeland Hnrrls Overman 
CouzPns H11 rri:;on Pepper 
Cummins Heflin l'hipp. 
Curtis Howell l'ine 
Denceu Jolmson Rani'UI'll 
Dill Jones, W•u;h. Reed, Mo. 
F~dge Kendrick lt<~cd, l'a. 
Jl'ern:tltl Keyes Hol>im;on, Ind. 
Ferris King fdatkl'tt 

::llwpparrl 
Hhipst~~sd 
~;;H>rtritlt~e 
Hlwruonl:i 
Hmith 
Rrnoot 
:'\tnnlield 
~h·phcus 
~wau:;uu 
'l'ramml'll 
Tyst•n 
\Va,]ii'VOrtl.l 
\\'nl 11 
\'\'arT·n 
··wnt:=~ou 

Wc!le1· 
WhPCI('r 
W11l!s 

The YICE PUESIDENT. SE'vcnty-cight Senators huvjng nn
swered to their names, n quorum is presellt. 

Mr. IU1ED of Penn. ylvauia obtained the floor. 
The VICE PUE~IDE ... ·T. ·will the Scuutor from Penn~yl

vania yield, in order that the amendment proposed by tho 
junior Senator from Utah [Mr. Krxo] to the co1muittee nnwnd
ment may be stated? 

:Mr. nEED of rennsylvanin. I sllall be glad to have that 
done. 

The VICE PH.ESIDENT. Tho amendment to the corumil
tee amendment will be stated.. 

The CniEF CLERIC On page 825, beginnin~ in lhi.e 25, the 
junior Senator from Utah [Mr. KING] proposes to stril(e out 
the words: 

Assistants to the ~cncral counsel shall be appointed !Jy the Presi
dent, l.Jy and with tile advire and com~cnt of lhe Senate, but not moro 
than six assistants shall hold office at any one time. F.acb r:Rsist ant 
to the general counsel shall rN"t'lve n. salary nt the mtc of SJ;8,000 p r 
nnnum and shall perform such dutie · as may be prescribed by the com· 
missioner or required by law. 
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1\tr. REED of r nnsylvnnia. 1\lr. Pre . .ident, the purpose tl1e year. The1·e is sometlling in the world besi(1C. tllc mere sal

(·<,mmittec ha<l in mind in inserting this amendment was, if ary; and mer<'ly to gratify tlwse six men, or to provide berths 
pos ·iJ.le, to cut down the excessive turnoYer among the lawyers for tlwm by in(;reasing the compeusaUon beyond that which 
<'Dlflloyed in the Bureau of Internal Revenue. At the present is paid to men who are doing law work in the Po:-;t O!Ilce 
time it is n~urly impossible to keep n good man there. Tho~o Department or iu the other departments of the Govermnent 
rn~n can earn more in n month outside in private practice seems to me vidou~, discriminatory, unwi~e, and unfair. 
than they ·He pni<.l for a year's .. en·ice for tile Go-rernment. 1\Ir. REED of Penn:-ylvauia. Mr. Pre~ident--
Tlw men wl!o will ue puid $8,000 per annum under the com- 1\!r. KIXG. I yiel<l. 
mlttee r..mell{lment have to handle ('UBCS running into the :Mr. REED of Pennsylvania. Does t11e Senator know t11at 
mi!Hons of <.lollur:'l. .. ~ever a day will pnss but each of those we have lind ._even Solicitors of Internal Itevcnue in tlle last 
me11 will huve on lti. df>...:k u case im·olving a million dollars or seveu yearJ:i; that the old committee 011 appeab ond l'L'Vie' ·s 
more to tlte Government. in the bureau, which contained the highe:-;t-1mid lawyers tlH.·re, 

.An illustration of the re~ponsibilltie. tbnt rest on the~e men bad 16 resignations out of 21 mcmuers in a ~vuee of four 
and the \Ytty th£1Y nrc mulerpaid i Rhown in the Ste<'l Cor- year!:l; that tlley had four hairmen of tlJat b(•urd in four 
por tion c:a ·e, which in'Voln.>d 27,0CO,OOO. The report on that years? Does not the Senntor think there is a great lo~s of 
ca..;(' wfHl written uy n man who was getting a salary from the eilldency f1·om that cxccs:;ive turnover'/ 
Goyerurneut of !Jut 3.500 a year. By the time he hud written :Mr. KING. Mr. Prc.c::i<lcnt, I agree with the Senator that 
his r port he r ceived an ofler to take out ide employment at there is some loss of efficiency; out the Senator is referring 
$10 000 a ~year, and he ac:c:epted it. ... ~ow, there is no one in to an abnormal situation, which will not be long coutinnetl. 
t11e'burcan who knows what is in that opinion, which L~ nearly We had thc::;e amortization CilRes, theHe deprecialion cases, theHt:~ 
~.0(10 p;\g-(•: long-, and the hureau will have to con~ume n good war situation.·, in which there wa. a yast amount of bu)<lnes~ 
<l<'al of the time of another man in learning just what is in dumped in upon the department. Somo of these men when 
the opinion. they learned of the ·e tax-refund cases and of the chaotic 

In the long run we waste money by underpaying the mf!n, condition of the department, of tile lack of uniformity jn rul
and t11e committee felt, and felt olmor.t unanimom;Iy-I think 1ng~, when they learuecl tl1at they could go out anu take the 
the junior ~enntor from Utah [Mr. KING] was the only ono case of some taxpa~·ce and get an enormous fee in a few \\-C(•k::::, 
who di:·:agrec(l-th t $8,000 a year was not too much for theso resi,:!"ned. A good many of th<>m re5~iguod; but, fortunately, 

that situation will soon end. The d purtment will clenr up 
msist::mt.·. its business; matter will bec:orne current; und I make tho 

Mr. KL. ·a. Mr. PrE:- ·ident, I npolo~ize for restating ~orne prophecy that within two yours there will ue hundreu:; of 
of the voints whkb I m~ule a few moml'nts a~o. The .·it.untion la\' .. ·yers secldug jobs in th Go ~rnment :::E>rviee at salarie:i 
bri fly i. this: The llou!-4' created or sought to creatP. sL fHlUt- very much le:~ tbnn lj)S,COO. Men covet tlu~se position:-~ a~ 
tional ch•vuty commissioner · Tile obj ct wns to <Teate high they co\"eted the pol'itions upon the Tax Appeal Board, wh re 
titl(!S for men who are now in the dcpartJm·nt. They oc:cupy the cornven:-;ation wa. only ~;7,500. Now we propo e to incrcnfo;e 
similar position. in the dC'partment to tllo e occupied by m 11 that to $10.000, though there vrcre score .. of men seeking tbe 
in other agenc:ie.~ nnd departments of the Go•ernmcnt who~o positions whP.n the t:ompt·n~aUon waR only '7,ri00. 
Anlarie<: nrP from .;4.000 to li\5,000 a year. l\ly fir~t point was :Mr. Jlr(•:-;ident, this is di:;c:riminatory. It is au effort to take 
that if we iucrca:e the ~nlaries of the. e offidnls we are hound care of l'ix men in 1he <lepartm~nt and to increase tbPir 
to increuB them in all the d('partmcnts of the Go'Vernment, salaries by merely changing the title of the office which is ue
nnd the re:-:ult wi.ll he that we will huve hundreds and thou· ~towed upon them. 
ands of application::; to inerca..;e salnrie~ in all departments I hope that m~v amendment will prevail. 

of the Go•ernment. The YICI•J PHEHII ENT. The question is on agrecin:; to 
Rccoudly, the:::e f'ix men arc there working in thf' department. the amendment <1ffcrc<l uy the Senator from lltnh to the amend

They have been ~nti. fled, appnrentl., with th ._alnries which ment of the cornmitt c. 
they have rec•<'iv <l. The plan now i.· to give them diff<>rcnt The amendment to the amendment was rejected. 
title:-:: aud call them a. si. lant.' to the general coun~el of the Mr. KL. 'G. .Mr. President, in line 3, I move to strike out 
i•ur au. He nlready bas 162 lawyer· under his jurisdiction, the word "~:,ix" and iu~crt the word "four,'' so that it will 
nnd some of tltem receive four, fi-re, or i thousand dollar'. read: 
I think they nre renuering efticient ~er"fkc. Mr. Gr<'gg, who 1 

will be named general counsel, inde<>d, who has hecn nnmed not more than four as.l~bmts. 
now for ~oli<-itor, is 'l man of ability, anu lle will have charge ' As I state, the geueral <·mmsel already hns 1G2 lawyers, and 
of all tlte legal nctivitie. of the lmreau. I ohj('c:t to taking now it is Ill'oposeu to give him G mor . I ish to limit it to 4. 
thc:-:c men who now han• positionR thero. ghing them <liiTerent I ask for n 'Vote. 
ittle:-;, nnd increu~lu,:!" their salarie~. Their po~itionw are in Tllc YI 'E PRI~HIDEKT. The qne~tion is upon agr· eing to 
part executive in character. I think it is unfair ancl ms- the amendment 1Iered uy tl.le ~cnator from Utah to the amend
criminatory to lift them out and give them a different title mt:'ut of the eommittC'e. 
nncl il1crcase their compen. ation, be<:aus , a·· I :';aid, every The amendmeut to the arnendment wnF: rejeded. 
snhor<linute iu the Go\"ernment Rervi<-e who occupie.3 n cor- 1\lr. KING. Mr. PrP ·i<lcnt, I ue~ire to "'llY that I shall a k 
re:·pomling position in the dcpartmrnts of n<'C'CH:o;ity ~m havo for a rcc:ord vote ou thl. 1tn1en<lrucnt in the 'enutc. 
to be vnid the same ::1alary, or nt least he will demand au in- The VICE PUESIDl<JNT. The c}nestion 11ow is u1>on agreeing 
cren~e iu llis flula ·y. to the amcnument of the (.:omrnittce. 

It is true tlmt there is ROme turnover there, Ur. Prc~idcnt. The amendment was agreed to. 
It is true tllnt a good many meu have left the department. Ir. REED of Pcm1~. ·1-rania. l\Ir. PI'Cl'ident, I a~k now th;it 
A good mRny men who have left the clepnrtment arc not rnak- we take up ruy r •<tncst to rccon:-:lder the arnortilmtion :Hneud
iug donl,le tlte . nlarim; that th<>y made there. It is like it is mont, which wa::; put in on pugc 334. I n~k unanimous com=ent 
in law or in me<lidue. "·e hear of some man who makc-~ a that the 'Vote uy whkh th~tt ameu<lment was ttdovte<l l.Je re<:ou
fe of .,'H 0.000 or -.21 .000. and immediately youn~ rucn cov t :-;idered. 
the po. itiou of Ia wycr, and they study law, e_-pectin:! to he<·ome The VICE PHESIDFJN'..r. Is there ohjection to the request 
i.Inmen!-:ely ric·h ; anti yet the lawyers of tl1e United Htate · do for rccon ·ideration "! 'l'hc Chair henr non£', nn<l the '\""()te by 
not earn on the average $1,000 a yenr. That is the av rage \Vllich the amendment was a<lovtP<l i · l'econHicl red. 
earning of all tho lawyer· of the United Stat~. \Ve sel<:'ct Mr. HEED of Pennsylvania. Now, Mr. Pre~id<'nt, I move to 
~ollle of thC'.::e men who ha-re gotten fiecret information in the strjkl~ out the date " 1areh 3, 1924," and to ln~ert in liPu 
<lt:>partmenL-;; nncl who go ont aml get some client who hns a th 1 oof the dtltc "June 15, 1!1:!-t." I may suy thut I uncler
large clnim, ami they get 15 or 20 or 80 per cent upon any Htancl that the Senator from Utah [Mr. KINO 1 hn::; hall a chnucc 
refnllll which they may ohtnin, and thus get an enormou:4 fee, to (•onsiuer the matter tlllCl is now rea<ly to ngree to the chnnge. 
and so we .;;nou l1enr of tlH':4e h11'~e f s; ancl other young men, ::Ur. KL. ~o. :.rr. l'I'cRitlcnt, I ba-re given nttcution to that 
h()ping to get lar~e fees, leave the department. Many of mtttter, and I h<'licYe thnt it was the intention of Con,:!"re.·s to 
them ~ucceed, many do nnt. There m·c some men in the e.·tcnd the period for three yearR, and thnt. would bring it up to 
department, n~ tlu.re are ~ome men up n th bench, who hn\"e JUnt!, Hl~4. 1f the amendment ~oes no further thnu that, I am 
!'orne prlcle in thE>ir work, and who are interested in doing willing to accept H. 
good work nnd who would not be ~ duc(:d awny from tlleir .Mr. FLETCJIEH. Mr. Preshlent, I do not quite unclcr:hmcl 
JlO:!itions by the posRihi1lty of being cmploy<>d jn .·ome l1ig case what the amcudmeut is. lJoes the :::ienator sny it i · on paga 
lf tlwy should l'ewr their rclntions with the GoYerllml•nt. 13:H? 

I know of ruc:n who have left lucrutiYe po.-lUoJts to henmw r. _In~IU> of Pt>nnsylvania. Ou pn~e 3:H an nmenclment 
professor::; on a t::nlnry of three or four tJ10u uud uolla.rs a wus im;crted which will nllow amortization daims if they were 



I· 

1926 OONOR.ESSION .A.L RECORD-SEN ATE 3761 
filed up t!) Mareh 3, 1!>24:. The committee wants to change that 
date to June 15, 1924. 

l\lr. KI.NG. It does not permit the filing of any claims now, 
or after June, 1024, no matter whnt their character may be. 

Mr. SMITH. Mr. President, how far back are these claims 
allowed to run? I under ·tand that now they only 1·un up to 
n certain fixed period, and that after that there will be no more 
amortization claims. 

l\Ir. HEED of l)enm;ylvania. The whole iUea of war-time 
amortization has ceased. It does not apply now. No such 
amortiztttion i. permitted for present years. 

Mr. SMITH. Mr. Pre~ident, let me read a letter which I 
haYe llere. I want the Senator to help out my constituent. 
lie Ha)· : 

As tilt>re nrc mntters concPrning claims for refund in whicil I am 
much interested, and as our local interests, in common with others, 
had to make cei'tuln chang • unuer wa1·-t1me conditions, ther~ has been 
pending witli the noard o! Tnx Appcnls a caB~ in which consideration 
oL' amot·tization is an im11ortant factor. 

I am informed that, following the decision of the noard of Tax Ap
p(•als in the case of tbe Stauffer Chemical Co., decision 835, the Treas
ury Department is uh;allowl.ng all deductions fol' amortization iu which 
clllim Wl\8 not mudc nt tllC time of filing returnf:l for the taxnl.Jle years 
lOIS, Hll9, 1020, and Hl:!l. 

l\Ir. REED of Permsyl\·ania. 1\lr. P1·-csidcnt, I can answer 
thnt now. Tho .. e claim:-~ will be allowed, if they are otherwise 
prorwr, provided they were filed at any time before June Hi, 
1H2cl. That wm amply tuke care of the <:use of the Senator's 
corr~vou<lent. 

Mr. SliiTII. Yes. Let me r('ad anothet' paragraph and see 
if '"e are corrc<.:t: 

I do not bell ve tuat lt wa 1he intention of Congrrss to thus deprive 
tnxpny(•rs of 11ropnr dedU<·tlon , tbP. rijo?;ht to which hud accrued prior 
to the pa .·age of the revenue net of 10~1, e;o;peclo.lly in ~iew of the 
!al't that in many case the extent of <l<'duct1ble loss<'S was not defi
nitely a cecta.lned until the end of the nol·mnl postwar Yl'::trs, namely, 
l\Iarch 3, Hl24. 

It is quite poRslhle thu t later decisions o! the Bonrd of Tax Appeals 
mu~· dl'tlne tile situation more clearly, lmt at pr<'Rcnt I l.Jelieve it to he 
highly <lesirahle that, if po~.lble, an amendment he made of the p<.'nd
lng rcvl'nue hill wbtrh wlll remove all doubt nud cl<.'arly dl'fine the 
rigllts o~ taxpny<'rs in this respect. 

Now he refers to this bill: 
A~:~ the c sc tn which I am intert>Rted is going to be affected by 

the foregoing dt•ci ion of the board, I would t<•que:st and urge your con
Rlderation to usc your ef.Yort in haYin~ tile adoption of the amendment 
or tile pentling rev nue l.Jill to tLe effect "tbat noth) og in paragraph 
(0) of subdivh•lo-u (a) of scction 214, ot· pnrngreph (8) of subdivision 
(u), eection !!34, of tlle rennue act of 1921, Rhnll be construed to bnr 
from allowance any claim for amortization rellltlng to any taxable 
year prior to 1921. 

l\Ir. REED of Penn~yl mnia. In ~nbst:mce, this provide the 
snm ~ thin~. All that would limit the tluim of the Senator's 
rorrc~:polllil•nt would be that he neglected to file ht~ c-laim until 
after June 1~, 1024; \Jut as tlw <lute that he him~clf men
tion:~ 1s Msrch 3, 1924, it i'i pC'rft·ctly ob'"'ious that he will be 
sattsfie<l, hecau:;e we giYe him even more time than he asks for. 

l\Ir. s liTH. If he fill'd his claim vrior to June 1u, 1924, 
lli~ claim will be cou~idt•rell? 

Mr. KL ·a. Yes. 
1\lr. ~lliTII. Ycry well, l\Ir. Prel'·ddent. 
Mr. h..""' .... ~G. Mr. Pre.o.;ldcnt, I wnnt to ~ny, with respect to tho 

lnw pns:-;ed by U<mcrre.-.:s <l<'nling with nmorUzatlon claims, that 
in my opinion C011gre:-: · lla · bee-n entirely too lenient. ·we ou~ht 
to lHlYe cut them off year· ago; but Congress passed the law 
giving three y<>o.rs, and I have nc·c·e<lNl to this amendment l>e
cam;;e in good faith I think we ~hould carry out that provision 
of the lnw. 

The YICE PHI::. 'IDENT. The que.stion is upon agreeing to 
1hc amendment offerell hy the Senator from Penm;ylvania to 
the am£>n<lmPnt of tlw committee. 

'.l'he amendment to the amendment was agrC'ed to. 
'.l'he auu'ndmt-nt as amended was agreed to. 

-l\Ir. :\lOOT. Mr. President, tlle next ameudment we desire 
to take up t: found on page 19, known as the depletion amend
ment. 

'rhe YICE PHESIDE·~T. The amendment will be stated. 
The Cnn:F UI.KRK. On pa~e 19, the committee proposes to 

Rtrike out lilw 19 to 24. inelusive; all of page 20; and page 21 
dov:n to and including lint- 11, and in lieu thereof to insert: 

(C') The basi. upon which dr.pletlon, exhaustion, went· and t"ar, and 
oht-~olescence an· to IJc alloweu in respect of any property shall be the 

same as is proviUI'd in subdivision (a) or (b) for the purpose o! deler
mtnlng tho gain or lo~H upon the sale or othE>r dlspo. ition of such prop
erty, ex-cept tbat-

(1) In the case of mines discovered by the taxpayPr after February 
28, 1013, tile oasis for depletion shall be the fair markt't valnc of the 
property at the <lute of discovery or \"llthln no days thereafter, if 
such mines were not acquired as the re-sult of purchase of a proven 
tract or lease, and iC the fair market valuC' ot the property is mate
rially <Jisproportion:~te to the cost. The depletion nllowuncE> ba~:~ed on 
discovery value provided in this pnragrnph shnll not e ·ceed 50 per 
cent of the net income of the taxpayer (computed without ullow~:mce 
for depletion) from the property upon which th<' diE:covery was mndn, 
except thn t in no case &llall tho depletion nllowancc be less than ft 
would be 1! computed without reference to discovery value. Discoveries 
shall include minerals discovered or proven In an existing mine or 
mining tract by the taxpayer after F£>bruary 28, 1913, not included 
in any prior vnluntlon. 

(2) In the case of oil and gas wells the nllownnce for depletion shall 
be 25 per cent of the gross income from the property during the tax
able Y<'ar. Such allowance shall not exceed 50 per cent of the net 
lncomo of the taxpay<•r (cowput<'d without a1Iow!1ncc for c'lrpletiou) 
from tbe property, Nu·ept that in no case sbull the uep1Ptlon allowance 
be less than it would be if computed without refer<'nce to tbis parugrupb, 

On page 22, line 5, the senior Senator from Florida [Mr. 
FLI<."''CIIER] has the following amendment pending, to sh·i~e out 
the words: 

DiscoYei'1cs shall Include minerals di,;covPrecl or prov<'n in un <'xit;t
ing mine ot· mining tract by the taxpnyc•r after FeiJruary 28, 11.113, 
not included in any prior valuation. 

Ur. FI,ETCHJiJll. Regarding thnt amendment, I do not 
propo~e to di~(·ns..4 it at any length at all. I merely subwit it. 

'l'be VIOE PUEHTDE~T. 'l~he que:-;tion is on agreeing to 
the amendment oiTered by the Senator from Florida to the 
committee amendmeut. · 

Mr. HEND of l'ennsylYanin. I think I ought to Ray that the 
amemlment offered by the Senntor from Florida is yery 
strongly npproYed by the Treasury Department. They Hay 
that if that sentence is left in it will ndd great confusion and 
do great injusti<'e to the Government. 

M.r. COPEL ND. l\Iay I ask the Sc·uotor from Pcnm;ylvnnia 
if he has had auy conference with tile Senator from \\'est 
Yir~inio [Mr. NEJ:<.:LYl about the d<'pletion provision? 

1\fr. REED of Pennsylvania. Tlwt is a different question 
entirC'ly. That has to do with oil. This relates to th·e qne-::;tion 
of mines. 

:Mr. COPELAND. That matter in which he is interested 
will lie gh'E>n <:ousideratlon? 

Mr. REED of Pennsylyania. That will be <liHcu~s<'d ut 
length, I think, nfter the ~cnator from :Mkhignn shull buye 
concluu<'d his remarks. 

The YICE I>IUJSIDENT. The que-stion is on ngreeing to the 
amendment offet·ed by the Sen a tor from l!'loridu to the eom
mittec amendment. 

The amendment t.o the nm0ndment wns agre<'d to. 
1\Ir. COUJ'-ENS. l\Ir. Pre8ident, I would like to have tbe 

chairman of the l!'iuanec Committee explain suhdiYision (c), 
paragraphs 1 and 2, on page~ 21 and 22 of the hill. 

l\Ir. SMOOT. I will be compelled to l0n ve the Chnmb0r in 
just a few moment~. aud if it is agr0ca1Jle to the ~enutor f1·om 
Mi<:hign.u, I will aHk the Henator from l'cnn:-<ylYnnia [Ur. · 
REED] to explain that provision. 

1\Ir. COUZE~S. That is entirely agreeable. 
Mr. RI<JED of P0nm.;ylyania. Mr. President, in snh~tance, 

the committee <lid not meau to <:hange the bash; for a . eE'rtniuiug
devletion on mines. Any change as to mines is a mere change 
in the wording of the section. It is not iutenclell to change 
the basic law. 'Ye <lid intend to change the method of caknlat
ing depletion on oil wells. 

As the Senator RO well brought out in his investigation, the 
calculation of depletion in the case of oil and gnB welll:i has led 
to grent uncertainty and in many <:nscs to 'videly ynryin~ 
depredation allowances. It is a rather compliC'aied suhject, 
but perhaps it oug-ht to he explaincu in some dt•tnil. 

·when we come to ealculating the income of a man who owns 
nn oil well, we bnye to take into account tlle fact that hi::.; 
capital is constantly di~nvpearing, that it is being <levlct ell 
by the flow of the oil or gaH. · 

Mr. COUZENS. That is eqnn.1ly true of the <lcrlh•tion of 
other minerals, is it not? 

Mr. REED of Penn ·yln111in. It is equnJly true of the de
pletion of other mineralH, and we allow depletion in the ca~e 
of otber minernls, juHt as coal mined from the ground devlctes 
the mine owner's cavital. 
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It is mere afffirnlt to <1cnl with oil tllnn with coal, been.use 
e can mea~ure the thickness of the seam of coal, we know 

itH area, nml we can calculate \\"ith considerable accuracy 
the tonnage thu t i. in the ground. w·c do not di:-:cover conl in 
the . nmc way Uutt we di ·coYer oil. There is not the clement 
of uncertainty about it. 

Obviou-.l;r, in enlculnting the oil wt>ll owner's income tax, we 
hn t•, firRt, to mnke R deduction from his gro~~ income for the 
nr. ount by which thi~ ('Upital is bein~ returned to him in this 
fvrm wllieh '· c-nll dcvletiou. In the pa:-:t that has been 
c·;tlcnlatefl in this way: 'l'he expert ng-ineer of tile bureau 
goe:-:: to the aren where the oil L~ being- 1 roduced, he finds out 
what the ize of the tra<:t is, and, by a combination of gue!"s
w(>rk nml imag-ination, he el'timntes the I}Uautity of oil in that 
nrca, tlle quantity of oil that i:'l lil\ely to he produced hy that 
well clm·in~ it~ entire life. Tllen, by another proec~s of guc~s
work, he estimates what end1 barrel of thnt oil will bring in 
<luriug each of the future years during which the oil will be 
Jn·od.Ul"(lU, and having arri\eu nt one uncertainty, llc multi
plic it hy the other uuccrtuinty, and that gives him the 
<levletion allowance per barrel to be credited ngaim!t that 
mnn'$ income hcfor cnlculatiug his tax. 

Mr. f".,(H;ZE:\'. •. :\Ir. Presi<lent, will the Senator yield there? 
Mt·. HEED of Penm;ylnmia. I am glad to yi(~ld. 
Mr. coezE~ "'l-l. If the depletion were computeu on cost, 

that "'oul<l not happen, would it? 
l\lr. REED of Penu:-:ylvunia. No; it wonhl not happen. If 

we were to <·nl<:nlute the depletion at Rome fixed pereenta~e of 
the co.~t of the prop rty tlw.t would not occur. But ever since 
early war days Cougre. ·s has followed the policy of allowing 
what tlley cull <lL:coyery Yalne for both oil aud gas wells and 
for minerals. It i. perfectly obviou · that if I huy an acre of 
land in the Uock:r Mountains and pay . 10 au ac1·e for it, and 
then, by hard worlc, dir-covet· a ri<:h deposit of gold in it, the 
calculation of my det1Iction on the originru 10 ba~is would uot 
allow me any ade<]nate return for my real capital. So, in 
allowing what is tallcd discoycry value, OIJ"T€'H.~ aud the 
lturcnu have tried to get nt tllc real but the unknown value 
of the prop rty owned by the taxvayer. 

Whether it is ,,·i:-;e to lmmlle the problem in that way or not 
I am not entirely persuad<'d. It ha · led to orne large deduc
tion~ from inconw, hut. to refu!"e to do it and to calculate the 
depletion on the ori~innl cof;t is not fair, either, beC'au. e in 
these uncertain in<lm;tries there is mnch. property which is 
honnd to l>e worthless, on which the taxpn.yer really make a 
<lea!l lo!':s : but there is no production and consequently no 
d('pletion from that property. 

1\Ir. riNG. And uo tax. 
1\Ir. REED <tf Penn~;ylyanin. And no tnr. 
1\Ir. COUZE ~s. Docs the Senator know of any other in

clustry wh1•re that is al1owed 'l 
1\!r. REI<~D of Penn!-lylyanin. The production of minemls is 

tlw only one that I know of-eitlwr oil or gas or solid min
~>rals. It is only in the pro<lnctlon of such minerals that the 
elem<'nt of uncertainty enter.· ;o lar;ely. 

Ur. COUZE. ~A. "Te can not det<'fmine the de~ree of tile 
clement of ri. k that entPc into the r spective indu. tries. but 
I submit that anyone who undertul{ ~ an industry, whether it 
l>e a mnnufucturin industrJ·, n h nk, or !'omething Le, has 
an cl<.'ment of ri ·k, ha, he not"/ 

Mr. REED of P('un.·:ylyanio. Ye ; l1e has an elE>ment of 
risk, bnt his property is generally worth ;omethin~, even if the 
risks go ugaim;t him. 'l'hat is not true of the man who tak(-'s 
a wortllle ·s mineral claim. 

1\Ir. OUZE. ·.:-.. Jf he discovers oil he get. the result· imi
lar to tlwse obtained by the man who vro<luc . !:'orne tr lle
rnarked article that happens to plea!'e the people. lie may or 
may not trade-mark an article that app~·ah; to the public. 
In otlwr word.·, l1e may ~o ·on for y<'ar::< expPrimnnting with 
n trade-marked article, ntHl he may lo. e mnny millions of dol
lar·: then he may dif:cOYer an article -v ·bich npvenls to the 
public, out be iR not allo ·ed to cnpitaliz • all bi · pre ·ions 
lo~. <'. · in computing Ills taxe . 

l\lr. llEED of Pennsylvania. I ~ee the enator' point. Will 
not the s~nntor let me e1.:plain what 'on~es has done and 
what the committee re ommend.c;; now, aml then we can go huck 
to the more fmulnml.ntal l}ue. ·tion '·hich the ~en a tor rai:-~e., RS 
to whether ('ither policy is rigllt-that I. , the pa ·t policy or 
tll~ new one that "·e haYe re<:orumen<lcd? 

I hope I ltuve e:xplainc<l to the Senate how this present 
method of cnh:ulating dcph'tion in oil wells is r<.'olly a combi
nation of uncertaiutie ·. 'l'he factor of error thnt i; llOfl. ihle 
in either of tho. c ekment i~ intenslfir<l hy the fact tllat we 
nre multitJiyiug one uncertainty by another. 

Thn.t lead-· to almost constant conflict between tlw oil-wen 
operators · nnd the l>urenu. There is llardly any important 
operator who do s not have n lawsuit on every :rear's return, 
becnnse he C'timates that hi~ dt'pletion il-l, say, $1.2::> a barrel, 
ancl the bureau s ds it.;; engineers clown, and they ntake 
guc.R:;;es different from tllo:e of the t..'lxpaycr, and they say to 
him, "~ ~o; your d<'pletion is only 30 cent!' n barrel." 'Yllilc 
that doe~ not f::Ouncl yery larg-e when applied to an important 
producing area, it means a differen<'e of millious of dollars to 
lhc Govt•rnzneut and to the taxpayers. 

So we are trying, l>y the li'lnanc. Committee amendment, to 
get away from those uncertainti :,; ancl to adopt u rule of 
thumb which will do approximate justice to lJoth the Govern
ment and the taxpayers. 

-n"e find, then, that probably the best way to do it is to 
provide that an arbitrary percentage on the gross value of 
each :rear's yield Le chalked off for depletion. ''e figure it 
on gross income in~t<-'. d of net income, l>t,•enuHe the net income 
from oil wells varips Yery greatly. "·llcn the fir:;t flu. h pro· 
duetlon comes the OI,erating cost of tlle well is very low ver 
barrel, but os tlle Wf'll trails down alHl finally comes to pro· 
dure a sruall quantity of oil, the co:-;t increa.: . ·. Up in my 
State we llave many wells working whieh nverago lc:s than 
n quarter of a barrel of oil per day. ObvionHly, the opcrat· 
1ng co.t of tho:-:e wells is pretty ldgh, aud in many cu~es 
procluction gets down to tlle point where there is practically 
no net inC'OmP, and yet the oil kPep. flowin~. There is u 
reduc!tion of capital going ou, and if we hased the depletion 
on net income '"e would not always reflect it. 

Mr. HARRELD and l\Ir. NJ<jELY rose. 
The VICE PRESIDE.~:·T. Does the Senator from Pcnn~yl

vnnia yield; and if so, to whom? 
:Mr. REED of Pennsylynnia. I yield to the Senator from 

Okluhoma. 
llr. HARRELD. I would like to ask, If this t·ule were in 

vogue, would it not result in thou1.-1and of the wells of which 
the Senator llas f:poken being shut down entirely be<:auRo 
they woulcl not pay, thus taking off the market thou ands of 
barrels of oil? 

l\lr. REED of renn~ylvania. Oh, no; 1\Ir. Pre.lclcnt. 
1\Ir. HARRELD. If we ailt)lied the depletion l>ased on net 

profits it would result in that, would it not'~ 
Mr. REED of l'ennsylvania. YNl: 1t would. 
. lr. HARRELD. That is what I mcnn. If we appli<'d a 

111le that d<-'alt with net profit~, it would cau~e u grent many 
of those wells to be shut down. They may be barely paying 
now, and yet, becnn::;e there are thousun<l!i of them, they are 
pt'odudng thonRand. · of barTels of on. 

Mr. COUZ11NS. Let me point out tl1e fact that the law takes 
only 12% per <'ent, . o the operator still has 7% per c<-'nt 
of his profit, even though there nri!'es a condition :::;u<:h as the 
Benator from Oklahoma has statcfl. 

l\lr. HARRI<iLD. A. the Senator from Penm;ylvnnia hns 
Raid, a great ~my of thoRe wells re pro<ludng only a l1nlf 
ot· a quarter of a barrel per dny. Yet, it iH hi~h grade oil, 
and the owner can afford to pump, becnu:-;e he is p rhup. mak· 
ing enou~h each day to ju~tify it. Rut if you too]{ off a p r
ccntag-e of the net proflt, it woulcl bring the profit l>elow the 
point where it would pay to run a great muny of those wells. 

l\lr. REED of P~nn:-: ·Jvunin. l•~ll(l<'avoring to <·orne at the 
rule of thnmh, the l"innne<.' Oomruitt<'e clc<:i<lt'd to huRe the tax 
011 gros!-1 ilwome from the well, and tllt>y <leci<le<l, after Ion~ 
comd<lcration, that 25 per ~ent of the ~ro:-:s in<:ome was about 
fair. We realize, in doing that, thnt thnt iH going to work 
rather a hnrd~hip on the ownars of flu:-:11 prodn<>tiou, n wly 
<lL·eowred oil pools which put out a great amount of oil per 
dny. It is hardly goin~ to be enough to take <'are of tho~e 
people, hec·nn:-;e that fiu~h produetion does not lo~t long. At 
the . arne time we realized that it was going to l> a gr<.'nt llelp 
to the OWIH'l's of these little wells whi<·h barely pay the rost 
of pnmpiug au.d kfeping dcaite<l out. We tried to ~tril·e np
pro.·imately t11e correct point b tween the two extreme .. 

1\!r. NEELY. Mr. Pre.Jdent, is it not a fact that the period 
or flush pro<lndion to whkh the f:lenator has refel'l'e<l is usually 
of !:'hort life in hi!; • tate and in the neighboring State of We:-:;t 
Virginia? 

l\Ir. REED of Pcnus..vlvanin. YcH; an<l I think that is tt·ue 
in the mi<l-l'ontlnent field, too. 

::Ur. NEEIS. I. it not al. o a fad that 25 per cent i. not 
a nfficicnt amount of depletion for tho!'e who haYe this ftn.·h 
production, h<X':tU'lC of tbe fnl"t O.mt, ha~lng the judgmt-rJt on 
pal't cxperien ·e, it cuu not en<lur for nny ~rent length of 
tl roe? 

1\Ir. REED of renm~ylnmia. If w£~ rouKid<>r that the wPli 
will proliably run ou for rears "·ith tile Hume vro<lndion and 
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that we hnve to stl'ike a happy medium some place, it seemed 
to me tllat ~ vcr cent was pretty nenrly enough. If there is 
any N'ror in the !:!5 per cent figure, I imagine it is in favor of 
the Go•ernmcnt. 

Mr. KING. l\lr. President, will the Senator yield? 
1\Ir. llEED of Penn._·) lvania. I am glad to yielu to the Sen

ator from Utah . 
.Ur. KI.~- TG. I c·.ull the Senntor'l:l att('ntiou to the further fact 

whieh of course the aiJl~ Senator from "'e~t Yirginia has in 
mind, n::nnely, that there is no provision which excludes from 
consideration all the moucy whi<'h baH been exprn<led hy the 
oil mnn in finding the well. I think he ~cts as a c·apital in
vestmen~ or ~ets as a part of his expcuse::;, hundreds of thou
Rinul: or po ·~iLl~· millions that he muy have expended in non
prod uctlve activities, and tlwse are to he crN1itell to him nn<l 
allowed. n I untlcr:tuuu the amendm •nt, so that he gets muny 
~H·C'r •tions to the agg-regu te sum \Vlli('h he balances against 
au.r nmount he rna~· ret•eiye from the well. 

Muy I pny to tlle Senator "·lleu he spenks about the action 
of the committee thut I wus not l';atisfied with the amendment 
and dltl 1wt a~'Tee to it, so I do not wunt the Senntor to in
clude me in the number of Senators on the l''iuanee Oommittee 
who ag-re£'<l to the amendment. 

Mr. 'nEED of Pennsylvania. I had forgotten that. I <trn 
glud the Stnator culled attention to it. 

1\Ir. ~'"EELY. 1\fr. PreRiclcnt--
. 1\lr. RI~ED of l'enn~ylvania. I am glad to yield to the 
Senator from "~l'st Yirginia. 

.. Ir. NEELY. Is it not a fnct that the bureau in the past 
has allowed a great dt>al more thnn 2:) per cent for dC'pletion? 

:Mr. REED of Pennsylvania. Tlle bureau has allowed on 
au avPrnge abont 37.5 ver cent, as I recall the figures, over 
all its en c ·. Perhaps I had t('ttrr put tho figures in the 
URcOIW to he more definite about it. 

Mr. 1\c"'"EELY. Does the S£'nator think the bureau has 
allowed an c:xc£',·sive amount for depletion ln tlle past? 

l\fr. REED of Penn::;ylvnnia. I do think so in a good many 
CllRCS. 

:Mr. !\"'"EELY. The que tion is, Has the average allowance 
made by the hur('au in all cuses been fair and ju~t? 

Mr. REED of Pennsylvania. I am not qualified to Rpeak 
about ilic average becau~":e I do not know of many caRes, but 
I know of . ome that seemed excessive, ancl of others that have 
IJC'('ll criticizrd which Sl'emed to be all right. 

UI'. .. TEELY. Inasmuch ns the purpose of the bill with 
which the Se1mtc is now laboring and for which the country 
1R anxiously waiting is to reduce taxeR, do<'s 1he Senator think 
tbut we should approve this provi8ion, the effect of which will 
11(~ to raLe the taxes of every independent oil operator in the 
country? 

Me. nEED of Pennsylvania. That depends on whether the 
amount previou:ly nll(rwcd was or was not exec"'-qivc. I bc-
1iieye it L: just as important in the tax bill that we ~qualize 
bur(lens ns thn t we reduce for everybody. Now, let me put 
ln tbe REcoRD the figures that show just \Vllat tl.le allo\.vnuccs 
hU\e been. 

1\Ir. NEELY. If the bill i · passed in its present form it 
will re ·nit in au iucrea:-!e in t:ue taxes of all independent 
operator .. 

Mr. HEED of Pennsylvania. It would for some of them and 
it would rp_·ult in a <lN:rcase for otht'l'S. I cnn not bring 
that out too tron""ly, tbnt all the little men and men who have 
settled pro<lnction will probably be the ""ainers. 

Mr . .._ 'ELLY. They nre the lar,ge ones, nrc thry not? 
Mr. llEED of renn~ylvania. In my section of the country 

they are not. 
Mr. NEELY. In my .·ectlon of the country they are. 
Mr. HEED of I,eun ... ylvania. It "·ould rNmlt to the disad

vnntn g<' of those men who haYe the bonanza wells, the great 
·flu!:'h wl'lls produd11g thou anus or bu.rrels a day. I eun see 
why they uo not like it, l>ut against each ono of those there 
arc 100 men owning smaller wells nnd it is to their advan
tngc. Before we c·nrry rhc dist•usc ion any further, let me 
rmt the fi.:::nre~ in the UECOBD for whic·h the Senator asked. 

1\lr. NEELY. Doe· the , enator know of any in(lependent 
or . o-cal.le.l small operator who is in fa>or of the chnn~e? 

Mr. HEEIJ of Penn ylvauia. Yes; I do. I know of a good 
many. 

1\lt· .... 'EELY. So fur ns I am infnrmed every in<lep nclent 
op<'rntor in m:r tate ls oppo: d to it. 

~ r. HEED of l,Pnn:ylvanin. L<'t me be plain about it. I 
think cvc·ry oil man of· my ncquaiutaucc has ll('en after me to 
~et me to abrrf'e to rais~ the figure to ::l:J ver cent, but that ig 
Jn~t tbe thing that tnl-eH place in councction with every tariff 
bill and every tux bilL Nobody wants to puy taxC'S. Everyone 

wants to have hiR exemptions raised. They lutve a r)erfcct 
t·ight to do it; and if their point is sound, it ought to be re
spected. nut I can not agree witll the Senator that no oil man 
would be glad to have the amendment adoptetl. I thiuk very 
many of them would. 

1\lr. KP~ELY. I think those who llnve Pettlcd oil production, 
like the Standard Oil Co., are I>erfe<:t.ly ~atisilcd with it 
as it i~:;. hut I know of no indcpcnuent IH'Otlnecr who does 110t 
think that tlle 25 pCI' c·t>Jlt pro\icl!:'d in the nmelHlmt>nt E;lw~ild 
be incrensed to 3:> per Cl'llt. 1 hove the hill will be amended 
o a::; to protect the small producers. 

l\fr. GOl!'F. Mr. Pre:-;ideut--
'l'he VICE PRESIDENT. Does the Senator from I'e?m~yl

vania yield to the junior Senator from 'Ve:'it. Virgil b '! 
Mr. REED of Pennsylvauia. I am ghtd to yield. 
1\ir. GOll'll'. I do not want to interrupt the Senator fr0m 

Pemmylvaniu now if he will yield to me for u few moments 
after he has introduee<l the figures into the Hr:uo::m. I want to 
discuss a point that was su:;gebtcd by my colleagnt:>, the senior 
Senator from 'VeBt Yirginla. 

1\lr. REiiJD of Pennsylvania. I am glad to yield to the Sen
ator at this ·time. 

l\Ir. G01J'F. I wi~h to ask the Scnntor, if the 25 ver cent of 
gross income allowance does uot have the effl•cl, ut leust on 
tlle flush wellH, so to l'penk, of <levrcciating the ellvitnl ns:-;etH 
rather than the income ree0ived from the Wl'lls'! While it may 
rel:mlt in incr(•asing the income of the 'l'n'usury Departmt•Et, 
it neverthclesH decreat'll'S the capital U('eount that i:; inn'l'll·d 
in oil. nn<l it hns the ultimate efle<·t of lli:t·ourngiug the <lJW!l
ing nnd operating of ucw field.-:;. l\Iy collengue, tlle ~cuior ~t~n
ator from 'Ve~t Virginia, llns suggested. vm·y dearly n11d IH••st 
accurately tlle ('ffrd wltkh the 2;:; per <Put depletiou b ls up:m 
the new operator iu new territory in ~uch States as \Ye:st ' ir
ginia an<l the Soutbw('steru States of the United StnH•s. 
l\Inny of the wells, at leu:;t 25 per cent, as the S0natnr from 
l•cnn~ylvnnin well knowH, arc dry hole . If the (•apitnl 11 <:
count is to be drplcted in the new wells-that i::;, tltC' di::;c·o'.'NY 
wells, so to speal·-then the fnc:t that we have a rnte of n11ly 
25 per cent and not :m J:l<'l' C<'nt would make a vitally mntt'rlul 
difference, I under'tood the ~cnator to ·ay, nud I under1'itnnd 
that the figures he is going to iutroutwc are within the experi
ence of the TrcnRtu'Y Devnrtmt·nt. 

Mr. UEEJD of Penm;ylYania. I want to tmt tho~c figures u 
the RECORD l>c•cuuse they are rather eulig-htt•ning and it is in
ter('sting to know just exuctly what bm:; llflVPt>ned. 

1\Ir. GOFll"'. \Vc had better have the flgurcs hu;N·te<l in U1c 
n~cono first and then I will suhmit svme further que~titms to 
the , cnntor with refercnc:e to tbe mntt<'l·. 

:Mr. REED of Peum;ylvnnia.. 'l'l1e 'l'rt'Rsnry Department f.;e
lected at random GO tux1myerA euguged in the .prodn<'tion of 
prtroleurn for the thrce-yNlr pNiod 1918, 1!)19, nud lU:!O, and 
ngniu for the three-yC'nr ll<'riod 1921, 10::!2, nn<l 102:1. The rNmlt 
shows the percentage of depletion to gross ill<'ome for tlwse 
years, nnd I ask Senators to follow the figure::; C'art~fully b·•
muse some of them nrc pretty startling. 

In 1{)18 the gross income was .;15,900,000. I will omit the 
o<lcl figures. 'l'he deph,tion nllovrt:>d for net income wa · $:>.1Uri,
OOO. In other words, 3~ l)Cl' ceut of the g-rosH income of those 
taxpayers was e ·dudNl from the payru£'nt of income tax tllat 
yt'ar. In uno lhe grost:l income of the GO tllX11Uy('n: W:\H 

.,'2G,748,000, while the tlrpletion allownnee. wC're .~ll,lG!"l,OOO, 
or 41.70 per Cl'nt of their income. In 1920 tlwir gro!-{~ in<'ome 
was $G7,!l84,000 und the d(•vletion a llowane<'s $21 ,fi-:!0,000, or 37 
per <'ent of the inc·ome. The n V<'ra~c amount of the rC'tluetion 
from their gros · income in that three-yenr lWriotl wa:{ 37.7ri 
per cent. 

The law was chungrd and I ask Senators to follow the re
sults for the next thrc' yen rs. In the first period of th rt•e 
yrars there was liO limitntion in the law 011 the nmonnt or 
depletion that C'ould be tnkcn, l1ut in tlle 1U21 law a limita
tion of 100 per C('Ut of the m't inctlme wns C'stuhlislwd. In 
the 102,1 act this was recluceu to GO Ilcr ('('Ht. but we have not 
any cnHes unut>r the 1021 net. 

In 1921 the f.ri'OHc' ineomc of those taxpnyt>rH waH ., :1q,.112,(1f {) 
and the depletion allowunees were $21,!i00,000, or iiU.20 per 
cent of their gro~s ineomc. That, it :;:~lwnld he mHkrslood, 
is the amount that is claim u !Jy those ta.·payers. Tlwre nrl.' n 
number of audits pending and it is to l><' hopNl or exve<"te<l tltnt 
the Governmt•nt would not n<'I}Uie:-;<"e in tho:e hig'h allowanc·<'s. 
nut that is wllat their t•eturm; :-~how they hnvc tledtwtc-<1 fn•m 
th0ir taxable income on the :"COre of depletion. 

1\lr. HARHELD. The 1919 nnd lf320 eases have heen o l· 
ditf'd, nnd the figures wt•re ha~cu on nuditNl ac·eotmts't 

l\Ir. RlGI_;JD of Pcnnsylv~l.llia. I tlliuk that is true. If it is 
not true iu every case, it is ::;o in nearly every case. 
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In 1~22 they reported gross income of $28,5!)3,000 and charged 

off $17,8t2,000 for depletion, or 62.30 per cent of their income. 
That again I think is apt to be reduced by the time the audi
tors get to it. In 1~23 they reported 21,031,000 gross income 
nnd took off $10,~11,000 in depletion deductions, or 51.8o per 
cent . 

• Ir. C'OUZI~J. ·s. How many companies were involved in 
tlw.~e fi~;uref'? 

1\fr. REED of Pennsylvania. Fifty companies. I may say 
tllat these 50 companies are none of them engaged in market
iug refinc·ll IH'o<luds. 11 we took ea.:es involving such com
panics, we would get into complications of their income from 
refluin"' opcration .. c:; ancl that would ob.:;cure the lesson we can 
tlraw from the figures. · 

Mr. s .. UTII. ·were tho last figures the Senator quoted under 
the iiO per cent limitation? 

Mr. Ul'JED of Pennsylv-ania. No. That limitation was put 
in to the Hl24 law. 

1\fr. SdiTII. This wns where in tho judgment of the de
paJtment it mi~ht go as high n.s 100 per cent'? 

Mr. H.J~ED of Pennsylvania. Thi~ was where nuder t11o 1021 
net the depletion waH limited to 100 per cent of the net income. 

~Ir. HARRELD. What was the per cent in 1910? 
Mr. RI<~liJD of Pennsylvania. The percentage for 1910 was 

41.76. 
· l\lr. SACKETT. Docs the 50 per cent refer to net income or 

gross income? 
Mr. H.EED of Pennsylvania. It refers to net income, and 

the Senator will find the provi.·iou on page 22, line 12. On 
that pn~e app ~r · the Finance Committee\ solution or at
tempted solution of this very difficult problem. 

1\Ir. GOFI•'. )[r. President, will tlie Senator yield? 
1\Ir. HEED of Pemmylvnnla. I nm glnd to yield to the Sen

ator from 'Vest Virginia. 
:Mr. GOFF'. A I understnncl these figures which the Sena

tor from Pennsylmnia has jnst rend into the RECORD, they 
\voulcl admit of the intcrprctntion that the computations of 
tlie Tn'a~ury Department show that n 35 per eent allowance 
hn~-!e<.l npon tho.·e fi~ures is necessary to maintain the capital 
account of the in1lut'try. 

The depletJons whkh had therctofm·e been mnde, beginning 
in 1!)1,., 1HJ9, nnd 1fl20, would nYera.!!<', the Senator snid a 
moment ag-o, nuont a7% or po~sibly 40 per cent if' we are to 
111aintain strktly the cnpitnl account of' the inve. tment. 

The pnrpose of the dcr,letion allo nnce is to enau1e the 
operator to maintain his capital account, inasmuch as he is 
n dl!':f'overed overator rather than one who is maintaining a 
settled industry. 

It sN~m to tho~e who are operating upon a discov-ery basis 
thnt. if they inc to be nllowcd only 2!1 per <'Cnt for depletion, 
then·, n~ :-;oon as the flush periotl of the well has passed, the 
25 per cent depletion nllownnce will obviously invade the 
capital account, and to that exteHt deprive th m of the in
<'<'Iltive ns well ns the opportunity to continue in the repro
dnction of oil. 

dr. COl:ZENS. :Mr. PreRident, will the 'enator from West 
Virginia yiE~ld at that point? 

)lr. GOFli'. Certainly, I yield. 
:Mr. COUZENS. I de . .irc to n.~k the Senator how be ar

riYe at the enpitnl ncrouut? The method of arriving at the 
capital account thnt the Senator is tnlldng about being de
pleted is the imilOrtant i .. sue; it is the 'vhole controv-ersy. 

Mr. GOFF. 'l'llat is very true; uut we arrive nt the capital 
aceount by taking the general average of tile investment de
Yotcd to the discovery oil. We then take the number of ease·
the Senator from l'cnn!'yl>ania [:Ur. UF..ED] ·aid that his com
putation were unsed upon auout riO companies or 50 di~covery 
pro1luetions-and so obtain the genernl a,·crnge. I wus in
tending to read when the Senator interrupted me--and I was 
glad he dicl S(}-n tutement. 

1\lr. COUZH .. y.-·. Docs the Senator mind stating where that 
statement came from? I nsk that becam:;c I ob:-:erve that it ls 
on the d sks of Senator· and is witllout any signature, and to 
me it benrs the evidences of being propn"ll11da. We mi~ht as 
well put advertising on the desk~ of ~enator · if propaganda h~ 
going to lle put there without any signatures to it. 

... Ir. REED of Penn. ylvanin. Is the Senator from Miclliguu 
r ferring to the . tatcment I put in'! 

Mr. COUZE. ·s. .l ~o. I am talkin.., ahont the statement 
whlch tlle Senator from \Vest Virginia [Ur. GOFI•'] is going to 
rend. 

:Mr. GOFli'. I ·will ,ay in reply to the SN1utor from Michi
gan that llc mu ·t not tllink thut e>erything of which he <11.~
approvcs is Jn·opnganda. 

11·. COUZE ... ·~. I :-;aid it wa:-; not igncd~ !Sir. 

Mr. GOFF. That may all be true, but the Senator says thut 
because it is not signed it is propaganda. 

:Mr. COUZEN~. It is evidently so. 
Mr. GOFli'. Let me say to the Senator that the fit:,rtlres were 

given to mo by those who obtained them from the tax experts 
of the Trea.·ury. Tiley are furni ·bed by rellable people inter
ested in this mnttor aud who aro constituents of mine. I um 
uging this document not becaUPe it contains those stat<'ments, 
but oecau._e the flgnres here collected are correct and arc true. 
I am using the tnte1nent merely for tbe purpose of showing 
that on page 2 of this memornndnm ls--

Mr. COUZENS. 'Vho signed the memorandum? 
Mr. GOFF. It is not signed; there Is no que::;tlon abont that, 

but the figures to wllicll I refer nre figures obtninp<l from the 
experts of the Treasury Department. Those gentlemen nrc 
here; they are within hearing of my statement, an<l tlH'Y ca.1 
rise, through the Seuntor fwm Pennsylvania or the St>nator 
from Michigan, nnd deny anything that I assert is accnrntely 
stated in this memoranrlum. I am u~ing it merely uecnu~e it 
contains information which I am ndvi~cd is correct, inasmuch 
as it came from the representatives of the 'l'rensury Depart-
m~~ . 

Mr. President, I de . .ire further in this connection to call 
the attention of the Senate to a quotation from an ndllre:-;s 
by ~Ir. E. W. Marland before the Am ricnn Petroleum Im;ti
tute on DeccrulJ('r 23 last, in which l1e said: 

Up to 1023 approximately $12,000,000,000 were plnceJ in thP. lPglti
mate cbanncls of oil-fiC'ld development nod operating in tbc Unitt:d 
~tate., and only $7,GOO,OOO,OOO rPturncfl from the snle or crude oil 
vrot1uced, leaving n. deficiency of four nnd one-hn.lf billion dollan:1. 

This memorandum is based upon statements mnde and con
ferences bad with the e perts of the Trea. ury wbo have in
vc ·tigated the matter, it is true, in a fielcl of more or less 
conjecture, but bn~-;ed upon returns made nnd audited. 

'l'he Senator from Pennsylvania says thnt many of these 
claims are now in process of audit. I und<'rstand he means 
that mauy of the claims for depletion arc now in what might 
he denominated the auditing stage, but that, so far nH the 
'l'rea. ·ury cu n now determine, a fair deilletion nllownnce, an 
allowance lhnt does not confiscate the cn111tnl ilweBhncnt in 
the intprest of t11e Trca ·ury, is from 85 to 37% or 40 per cent; 
cleurly a 2!) per cent depletion from the gross income is not 
, uilldcnt to pr . erve intact the capital account. If we do not 
have nt lenst 3G per cent-and 40 per cent wonld be lJet.tcr
tllen the cnpital account is invaded; ·and the tax, im;tead of 
being a tax renHonn hly levied, is 11 tnx to confiscate the en pi
tal inveqted, and ther 'fore discourages the l'einye:-;trucnt of 
cupita l in discovery on protluction. 

Mr. COUZE ... TS. 1\Ir. President, will the Senator yield there? 
1\lr. GOFF. Certainly. 
Mr. COUZENR. The ~£'nator uses two e ·presf;ions. One is 

"capital account" and the other is "cavitul invested." I 
want to say that the Sen11tor has no evidence that the di:
co>ery vn.ln· • is capital inve:sted. 

'1\Ir. GOF~'. .As a mntt<>r of cour:e, the VE'l'Y statement of 
the propo. itiop involves eR~cntinlly that it iR capital. If n 
man e11gngcd in the production of oil go£'s out into a new fil~l<l 
and invests a c rtain amount of money in U1c discovery of oil, 
sueh an inveHhnent iR es:entinlly caiJital. 

Mr. COUZENS. Certainly; I a!Jsolntely agree that the 
nmouut he has in-vested is capital i.nvPstcd; that h; just the 
point I nm contending for and the thing on which depletion 
ought to be allowed is the capital invested. No one want~" to 
invade the domain of capital invested; but whnt we do want 
to 11re>ent iA thP fictitious value plac<'d on capital i.nve:o.;t£'cl. 

l\Ir. GO.IfF. 'l'be diff(>rence, as I RCe it, between the Renntor 
from 1\Iicbigrm and mys >lf is merely n difference in the e ·ppri
ence as we sec it which the different dh;covcrers of oil have. 
llad. If the men wl10 are engaged in clh;covery r)roduction
that is, in fiu~h production-find that thi:-; fln~h production, nA 
my colleague [. lr. NI!:'l!.'LY] so well Raid, exists o:uly for n Rhort 
time, is exlmm.;ted within n very ~hurt 1>eriod, ancl that the 
depletion is allowed only ut 25 per crnt from the gro. ~ income, 
in U1e majority of cases from which this computntlon is a 
logicnl deduction, tlwn ounously 2~ per cent Is an inva!'ion of 
the capital account nnd so I'educcs the capital, that it is only 
a que:'ltion until that poi}lt is rcncbcd where all of the cupitnl 
whieb is availal1le for the <li:-;covcry of oil hn~ bN'll nh~orbc<l. 
~'hnt iA the (}ll<'stion in which the producers in the new field 
not only in "'est ·irginin but in other Htntrs arc interc.."tcll. 

Mr. lll~l~JD of Penm;ylvanin. Mr. Prc:-;i<lent, will the Senator 
ll(•rmit a que!'ltion? 

1\11'. GOFJ~'. CNtnin1y. 
1\fr. IUJED of Peun ·ylvanin. I wonder if th<' Renntor hns 

noticed the 1ast sentence in this J>nragraplJ, which urovitlC';:- that 
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the owner mny alway" ha\"c, depletion in an amount equal to 
lril'; actual cost? He is in no danger of getting less than that. 

Mr. COUZENS. Thnt is what I was trying to point out. 
1\Ir. GOii'F. That might, of course, be, but that is bringing 

tllc provision down to a t~ituation which is contradictory, to 
sn.y tlle least. The Senator states that the operator is entitled 
to 2-"; per cent unless he is willing to stand upon his individual 
<lt'pletion. I <lo not cnre to 1mt that construction upon the bill. 
Under it anyoue who il'! faced with a 25 rwr cent depletion from 
gro · .. .; ineome would he in the position of saying, "I do not care 
to ~t:md uvon the law; all I want to do is to invoke the indi
vi,luHl depletion computation." 'l'hat is an uncertainty in the 
luw to which I contE:>ncl tl~e discoverer producers, as we de
nominate tl,em in the oil field~, should not be subjected if 
they are to han~ their capital run F:uch ri~k~. A. I said a 
monH'nt n~o, it i~ a fair statement that 25 per cent at least 
Ctf the well.· clrilletl are dry. That is fmotber risk to whieh 
nn~·oue who eugag-es in proclndng oil in new fields is subJ 
ject<>d. Whcn he ~oes out to diseover l1e is HUbjectcd to that 
ndrtitional lo~s whicll comes from 2G ver cent of the well. 
bein~ dry. 

Mr. HO\V'ELL. 1\Ir. Presitlt•nt, may I n~k the Senator a 
question? 

:\{r. GOFF. Certainly. 
:Mr. HOWELL. Docs the Senator think that this is neces

sary in order to encourage the production of oil'! 
~Ir. GOFF. I do. 
Mr. HOWELL. I~ it not a ffl.ct that it iFJ being urged now 

thnt oil i: heing prcl(lnced too fast; that we ought not to de
plete our natural resources al-: rat>idly as vre nre'l 

Mr. GOE'~"'. Of cou1.·e, the que tlon of the Senntor from 
Nel~rasl·a involves n mn tter of economics u:-~ to whdher we 
are too extrava"'nnt or wlu~ther we are living beyond our 
minernl cnpncity. I am in no pn~ition to answer that que,·tion. 
I think that the law of . upply and demand, the Jaw of trade, 
would regulate the que;,;tion of the production of new wells. 
Thnt is to .·ay, Mr. Pre. ... idcnt, if the price of oil reached such 
n low point in the market as to be unprofitable, those vrbo arc 
inver.;ting cupitnl in such productivltie.'l would refrain from 
takiug the riRk, for tlle obvious reason that f;UCCess in produc
ing wells would not repay the tying up of the capital in such 
eu tcrpri.~eE;. 

1\lr. HOWELL. Does not tilE:' Senutor thinl\: we migllt well 
wait until t11e produrtion of oil falls to suC'l1 a point that it 
appi'ar: neC'e~sary to present us n gift to the oil produrer n 
r!.!dnetion of 2.1 r,er trent from hid income in figuring his 
income-tax return? 

llr. GOFF. No; I should nfJt say that, for tl!i:; reason: The 
C}UC'~tion of the Senator, in my judgment, involYes our entering 
the paternalistic fit:•ld, and t!wt I do not think we should clo 
in refprence to the on industry or to any other inuustry. I 
do not think the Senntc of the United Htates ·hould Ray to nny 
produciu~ indn ~try in the United Stales, ''You are producing 
too much ·• or •· You are prOlludng too little." 'Ve should let 
tlw indu.::h·ic produce tt.· tlwy see fit to produce, Rll(l Uley 
shonlcl be the nrhitcr:s of whct1wr or not the demand for what 
they produt'e Rhould be supplied by their activities. 

Mr. IIUWELL. Does not tllC Senator think that paterna
li:-::tic tendencil'S are indicated l>y u gift rather than by the 
refusal of a gift? 

Mr. GOFF. ... ~o; I do not, and for this reason: I think that 
we ~hould always take into consideration the existing bmdness 
<le\·elopmcnt in any specific line, and we should then arrive at 
what is a fair, judicial, and impartial pen11lty in the form of a 
tux upon people who see fit in the pursuit of happine~s as 
the S('nator and I both know thut term is constitutionally used 
to devrlop their producing properties. 

Mr. IIOW.ELL. But if they are overdeveloping now, why 
should we offer this premium for furtht'r development? 

Mr. GOJ<'li'. Then that is their lookout and not the lookout 
of the Government, unle::~s we intend to be paternaliijtic. 

Mr. HAllRELD. Mr. Pre~i<lent, will the Senator yielcl for 
a minute? 

l\Ir. GOFF. I yield to the Renator from Oklahoma. 
Mr. HAHHELD. I should like to aRk the Senator from 

Nebra.:ka where be gets the idea that there is an overpro
duction of oil? If tllere were not another barrel of oil pro
duced to-day and the Ct>nsumption of oil Rhould continue at the 
same rate that it is continuing to-day, three month. from to
<lny there would 11ot be a drop of oil in the United States. 
Wh<'re does the s~nntnr get the idea that there is an over
pro!luction of oil? 

1\lr: HOWELL. Bt>enu~e I have notpd that the priceR of 
gtlsohne in the retail mnrk£'t have L<'en low, especially where 
tho:;e pricf!. have been re.;,rulated. The price of gasoline within 
the Pist rear in Nebraska ran ns low as 12 or 13 cents a 

gallon. Furthermore, I note that gns oil is cheaper to-dny than 
it has been for a long time. Therefore I a~sume that when 
these products are relatively cheap there is an ample produc
tion, and that there is no nece. sity of giving a 1Jonus to an 
oil producer in the way of deducting 2() per cent from his 
profits before you figure his income tax. 

Mr. GLASS. 1\Ir. Pref'ident, the Senator from Nebraska is 
the first man I have ever discovered who thinks that gasoline is 
cheap. Gasoline is more than 100 per cent higher to-day than 
it was eight years ago. 

Mr. HARRiiJLD. If the Senator will permit me to sny--
1\Ir. HOWELL. Jm~t a moment. I should like to ~ay that in 

Nebraska we have di!!!covered a method of stovping profiteer
ing-. As a conHequence, when I was in NebraRkn last yeat· 
gasoline could be purchased as low as 13 and 14 cents a gallon. 
Prior to the time when we put a public gn~olinc Rtation into 
operation they had been charging 18 and 22 cent~. 

1\Ir. GLASS. Then the Senator's plen is for public gasoline 
'tuUons, owned hy the State, rather thnn a contenti<lll that 

gasoline genernlly is very low. Nebraska is exceptional if 
gasoline is low there. It is not low in Virginia. 

Mr. IIOWELJJ. 1\Iy contention is simply this: That there is 
amvle oil being vroduced under the conditiocs whicll exist 
to-day to furnish, at least in one State during this last yen r, 
gaRoliue nt 13 and 14 cents; and therefore that it is not nec~s
sary to insert in this bill a new provi'-'lon wllerehy we Ray to 
a man who goes into the oil bmdness: "Yonr profits nre 
$100,000, hnt hefore we calculate your in<'ome t~x we wilt take 
away $2!5,000.'' That i!'l what this amendment proposes, and I 
do not think the industry is in a condition that d<'manclg this 
sort of thing; and talking about paternnli<Jm, tllis il'l va
trrnalLnn. It is p·antlng these people something that we do 
not afford auyho<ly else. This Jl1'0po:-;es n very favored child. 

Mr. NEJlJLY. 1\Ir. President, will my colleague yield? 
l\Ir. GOJJ'F. I yie](l. 
l\Ir. NEELY. Is it not n fact that the only StHte in wh!cll 

gasoline has been selliug for 14 cents n ~Rllon is the Srnte of 
the ~enator from NebraHkn, where the Stnte or it~ nmnicipnli
ties have gone into the hu.c;;in<'I'H themselves? Has my col
lea;:rue or any other p0rson heard of gn~oline h€'i11g ridiculou<Jly 
chenp anywhere in the United State~<(, unlE>-4S it bas been m the 
State of Nebrr..ska? 

1\fr. HA.UREI.JD. l\Ir. Presidcnt--
Mr. IIOWELL. 1\lr. Pn>~ictE.'nt, I should like to answer t 1n t 

(]uestion. I am not reft•ITing to the vrle<'R 11nid fo1· gasoline 
at a publicly owned Rtn tion. A publicly owned stntion wn'.l 
C':;tnblished and operated until the pric fl were rc1lucc<l, nntl 
then it went out of bu'lineHs; but the oflielals r-;ai<l: "We will 
be really to go into lnminess again any time you unduly ruh.c 
pric·es." As a consequence, laHt summer, without a public sln
tiou orJerntin~. the ~1wea<l in gitsoline was only 3 or 4 cents. 
The tronule here in 'Vusllington is that you have n tlcmC'ndou:'i 
Hpread. \Ve know very well that the quart0rnutstcr Htorc 
h(•re in the city ~cllH gasoline to naval officers aud Army o1li
cers. at a rcn:onable price. The 'enator can not get it. I 
can not get it. 

1\Ir. GLASS. I can not get it, and that is tlw reaHon why I 
asked the Senator how he eame to the con<=lusiou that gasoline 
wus low. 

Mr. HOWELL. I wish to say that I merely have my <·.·
perience to go by, anrl I do not consider tllat the mere fact 
that rf:'tail gasoline is hig-h indicates that the production or. 
oil is falling off. Th price~ of gasoline and the other pro<luctH 
from oil are absolutely coutrollecl; nn<l the di1ficulty con
fronting the peor>!e of this country is that there i~ cooperation 
in nearly every line for the im:uruncc of profits, except agri
culture, aml that is what is the trouble with agriculture 
tn-dny. 

1\lr. HARRELD. l\fr. President--
1-'he VICE PJUJSIDFJNT. Docs the Se:1ator from '~re:-;t 

Virginia yield to the Senator from Oklahoma? 
1\Ir. GOI•'F. I do. 
1\Ir. HARU.l~LD. I shoulu like to ar:>k the Renator from 

Nebraska what would he the effect if oncl' the lH'<>dnction of 
oil should drop lH~low the consumption of oil? 'VouJcl not that 
nccessal'ily increase the price of ga~oline '! Woul<l not the law 
of Rupply and demantl canF:e it to do so? Docs not the ~enator 
think that the important thing, therefore, in holdWig dO\Yn 
the price of gasoline, is to paF::i such laws a: wlll encourage 
the production of oil and kcc>p the production of oll ahove the 
consumption; au<l wa.· nut that the purpo:-;P. of this part of the 
bill nn<l the purp')'1e that Conf{rel'ls had in 101~ in vrescrihin.~ 
and ~iving thi~ dlscovet·y depletion to illc oil ill'lnstry't It W;t;.; 

to encom·age them to talrt' the ri.;:kH--ntul thl'Y urP normon.o.~ 
risks-in order to keep proclnction ahcutl of com:umprion muJ 
thereby holcl down the price of oil. 
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I de-;ire to asl{ tl1c Senator if that ·was not the underlying 

principle on which tbil) depletion clause was allowed, and if 
it bas not resulted in keeping the production of on slightly 
ahead of the commmpt.ion of oil? 

I gave the figures on this :floor last year in discussing an
other matter. I showN] from the fltatistics that in 47 days 
from the time I spoke, if there wus not another barrel of oil 
produced, and con umption continued at the rate at which it 
was th€'n continuing, there woulrl not he a drop of oil in the 
United :-;tatcs for any pnrpo!';e. 1.'1lerefore, it is necessary to 
l<eep production ahead of eommmption. If not, tbe 1>rice of 
~a.~oline '"'111 mount. to a dollar a gallon; and the very pur
poH(' of thi~ allowance is to avoid t11nt. It is not generally 
under~tood thnt that is the very purpose of this dil-lcovery 
depletion allownnce, so as to' encournge wildcatting; and it 
hns enconra~ed wildcatting. It has re~mlted in k epin~ Irro
duction ah('ad of eonsumption, and thus has held down the 
price (If gasoline. 

1 make the prediction that if this clau~e is stricken out of 
tlw law men will not go out and tal:e the chances that it is 
ueressary to take in wildcatting; and the natural result will be 
that consumption will soon exceed productlon, and then we 
will ba\e gasoline :elling at a dollar a gallon. That will be 
incr'itable, bccanl'e the law of supply and demand will naturally 
ha vc that rC! ult . 

.Mr. IIOWEI~r.J. Mr. President, if that is the situation we 
f.!hnll ultlmately he confronted witll high prices for petroleum; 
nod I submit that it would be a mueh uetter poliey for this 
country to rctuin n part of it~ petroleum in the ground here 
for nn emer~ency, rather than to go n exhau~ting the oil 
supply of the country, and secure what is needed to-day from 
foreign sourcru . :cuutors nrc aware that British scirnti:::;ts 
have announced tbnt ·if t11cy do not pay their war deut in 
ruhher they will make us pay their great war debt on nc<:ow1t 
of oil, becauf;e Great Britain is tlccuring the great sources of 
petroleum throu~hout the world. 

l\lr. WIIEELlGR. Mr. Prcsident--
:Mr. HOWELL. I wi ~h to say one word furtller in this 

connection. At tho time \Ve were loaning Great Brjtain tllC 
funds that represented the deut that has been canccle<l, ~he 
was utilizing her funds in purchuHing the interest :-:be now 
owns in one of the great oil monopolieR of the world. 

Mr. GOFl!'. Mr. Pre~ident, ns I w:v sn:ring when the ~enator 
from Nehra~ka interrupted with lth; que.·tion, ' e arc di. cour
ngin~ independent oilllcvelophent by allowing a lil'pletion which 
conft.~cate the capital inve:stcd, becauf.:e f-;Uch uu allowanee of 
Heces"itY dlscouragcs wildcatting or independent oil opera-
1iom'l. The ng~e!'ltionH mnde by the Senator from Nebraska, 
as I sec them, followed to their logical concl mJion, take us 
c:learly into the realm of cn<:ouraging a monopoly in the pro
duction of oil. 

It is n well-known fuctr---so well known that it i~ axiomatic
that the iudev"ndcut oil operator ha~ no organization that he 
can tnke into a ll('W field ' lth him, and that one of the great 
CXJ)CllsN; which he faces is the expcn._e of an overhead;- and 
it i:s that expeuc;c~ eouplc<l with th' small depletion allowed 
nl'l a dcduetlon from hi· gross income whc>n he is succe ~ful 
in <lbcovering Oil, that (]iscCJUl"ages the indcpc._>ll(}ent OIJ rator 
from entering tlte flel<l to coullx.•tc with monopoly that haR 
its JX'rmanent overhead, and ha:o;, by uu<l throu~;h permanent 
overhead, tlw power to •lirninate proportionately un opcrath1g 
~ ~xven.'e. 

I have orne othor figures, :Mr. Pr('~idllnt, wltich I now call 
to the attentjon of the .'enate. 

In addition to the fuc.:t that 2il per rent of the wens now 
being urllle<l ure dry, it i · coruputc<l that from 8 to 10 ver cPnt, 
and in . orne in. tnnce~ 12 per cent, of the wells arc vrodncing 
g:v and Hot oil. 'l'hat lJring::; us dearly to the conclu~ion that 
from 35 to 40 per cont of the wt'lls tlrilled for oil are dry 
from the cdl point of iew; and t1tat ig anotlwr obstruction 
if 110t prevention to independent oil development in new fields. 

Y~'beu we take into con~iderutiou the further fact that the 
inclu:;try can connt upon but little more than one-fourth of its 
weliR being succes~ful, then if we uiscourage the iD(lepcndE'nt 
prodt!rtion of oil hy tho~e who <li ,cover and develop new fields 
nnd talce the cba 1c ~; of c1ry wells-from 3G to 110 per <·ent
au<l who incur the dclitional c:xpc·n ·c whieh com('s from nn 
improvi rNl o-.;erllead, then we have discouraged the in<le
IK·udent oil op rntor and have, whetlt€'r we meant to do :-;o fJr 
not-"·e hn \"e Illnycd exclu~ively intI) tllC lmnd~ of those who 
produce oil through the eheaper J)roc ~ses of monopoly. 

It iH for t11nt rea~::on tltnt, in ltt•bulf of those who nr~ <lil'cov
Pl"ing f'il, ·not ou1y in ihe State of PennH_ylvanin nnd the Stale 
of WeHt Virginin, bnt clown in the great oil-pt·ocludn~ ~tates of 
Oklahoma antl 'l'E'. ·as, thnt I feel there ~lwuhl be nn ine '('tlHC 
of tl1is depletion tax from 25 to at least 35, 1f not 40, per cent, 

for the very ncc~sary rea~=:on thnt the Senator from Pennsyl
vania has very frankly and very fairly admitted that his com- I 
putations indicated tllat from 87% to poRsibly 40 per cent was 
the basis of the depletion which these wells shoulcl be entitled, 1 

if we were not to have the 1.'rcasury of the United States invado 
the capital investment. 

1\.Ir. II.ARRFJLD. Mr. President, this is purely an economic 
question. The trouble come.'! from the fact that so few peopl~ 
know anything about the prouuction end of the oil business. 

Fi~:,>ures were given by the Senator from Penn~ylvunia nwhilP. 
ago which show that there is a great deal more money pnt into 
oil development than is ever taken out, and that is an undis
puted fact. It i a very haznrdouH business. 

In 1{)18 Congrea;;; recog-nized for the first time the righteous
ness of allowing to the oil indnc::;try this so-c·allNl dh;covery 
depletion charge. Senators have heard it l'aid that it was o 
war ruea~ure, but it came after the wnr. It was <lone 
becauf:'e Congress thought by that policy to encourage tbe pro
duction of oil, to keep pt•o<luctiun above the point of com;ump
tion, as I said awhile ago. 

'Vhatcver may be l'ai<l about it, it would uc di~astrous iv 
this country if we <lid 11ot produce as m11<:ll oil ns we con .. 
Hnmcd. If there is a de!'h·e to cut down the consumption of 
oil that is a different que"tion; uut as long as there are no 
restrictions on the commmvtion of oil it is fuudnmentnl tllat 
we mu~t produce enou~h to su}lply the com;umiug public witb 
\vhat it Ul"l':'l, and the moment we fail to do that the lnw of 
sunply and demand will naturally incrca.'le the price of ga:.;olin<" 
in thir:: country. Con~ress, retag"llizin~ thnt fact, recognizing 
tbat it was necessary to keep pro<lnction ahead of consump
tion, as I ~aid, in 1!>18 for the first time providc<l for tl.Jis <ll::;
C(IYery dei)letlon. 

It is not genera1ly nnucrstno<l, unt the pro(luccr hns hiR 
choice. He may take his dCI)letion on the co:-;t basis or lw may 
take it on the vnlue of his property at the time the discovery 
iR made, or within 30 days thereafter. 1 ~rent many of these 
returns arc made upon tbc cost uasis, and they are not affected 
by this law nt all. 

I repent, iu HO fnr as dl'Vletions arc claimed by a producer 
of oil who pay:-; a ui~ price for l1is }n·odnclion, this Juw 
<locs not affect them. It affects only that du,;:; of pr<.dueert:l 
who go out DlHl lra:c u body of laud, payin~ a ~mall price 
for it, drill a wilu<:at well, or more than one, hrin~ in oil, 
and <li~co>cr n. flelcl. In thnt case, of cout·so, because they 
had gotten tlw~c len~er-; at n ~mall price, when there wns no 
oll in Sif!ht, had goue out nud s:vent .,100,000 in putting down 
n ·wildcat we1l, and bacl tnln•11 tlle dtmH·e in doing :-;o, it 
v.-ould not be right io <lo otbenvh·e thnu to give the pros
pector a depletion allowance as of the value of the property 
after the discovery was maue. 

Congress rccoguiz<>d t hnt. '.rhat is t11c only class of men who 
are affected by this discovery depletion, becau~e the other is 
ha e<l on cost. Ju~t e. act1y as in tllc case or u man who 
lmys an office building and trie:-; to <1 •(luct depletion nllow
nnce, based on the c<1. t of the value of that pruverty, jn~t f:O 

'l man in the oil bm;h1e . ba~es llis <lepletlon on the co~t . 
llut it applies only to that class o1~ fellows who go out und 
tak the hazards of wildcatting nn<l uringing in wells under 
tlw:-e circmnr:tances. Congrc. s, I think, rlglttfully recoguiir.cd 
that tllcy wcte entitled to this relief. 

Mr. KING. Me. l'resldent--
The PRE~II>ING Oli'l<'ICgR (.1\Ir. LA li'Or.J.El'TE in t.he chair). 

Do0. the Senator from Oklahom:l yield to the Senator from 
Utah? 

1\lr. IIARRELD. I y·cl<l. 
Mr. KI~G. Docs not the RC'nator know that the nnmhe1· 

of wil<ll'atters, to u .. e his ex[trf"'l'sion, who ltnvc ha<l the 
odvnntnge of the diseovery depletion, is inconsiderable, mC'ns
ured b,\· the number who hu>e been ndvu.utngt.:<l by it? I8 it 
not n fact, in otlwr word:, that it is the St:m<lnrd Oil, un<l 
the • hell, and the Union, and tho ntller big corporntion:, nlmost 
exclusively, who get the ht•ucfit of the discovery, ancl n 
wildeattor does 110t get tile dlseovery U<'l)lCt:tble Ynlne? Il lle 
gets anytbin~ for hi.: risks nnd hazard~. jt iA in the enhanced 
. nle price 11e receive l'oou nftcr the dil"covery, is it not? 

Mr. HAIUUjLD. I will answer tJ)ut by snying that the 
u:unl cour!-ie in the oil field i.· that the 1m1epetHl nt man goeH 
out nn<l does the wildcatting, and after ':lrda, when he hn~ 
uruugbt hi~ pro<1nctiou UI> to a }>oint which jn ·lilies it, he 
pNhnps sells ont to the Stnntlnrcl and gets tlti~ relief. The 
Stanclnrd gcrwrollv u~ea tJ:c cost prke, hN'ml. ·e they han~ 
l1ou~llt after the oil hns hcPn <1iRcOvf're<1 Hll(l nft r· the \Aluc:-i 
hnve been determiucd. The Stnndurd gellcntlly usc;~ thl' coHt 
1>ri1 e for its depletion. 

Mr. riNG. 'l'he CMt r>rice, 0r the discon~ry (1ep1ctnl 1t', 
whicheyer they prefer, and they get such a lnrge di::;coYNY lie-
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vletable ;aJue that it is ~eater than the cost price, and they 
get that augmented credit or deduction from the taxes which 
they pny. 

Mr. HARRELD. It may work that way sometimes, and I am 
not ._ayina that it does not, but that does not justify repealing 
akolute1y this provision of law. 

Mr. KL 'G. I~ the Senator in favor of the amendment which 
lla~ been offered by the committee? 

Mr. HARRELD. I am in favor of the amendment, except 
that I think the 11ercenta.ge ought to be higher, and I am com
ing to tllat in a moment. 

1\lr. KING. Does not the Senator know that the common 
practice of t11e oil companies i~ to deduct development costs 
from income as current expens(', and that this would permit 
that to be done, in adilltion to obtaining the c1·edit for the 25 
per ct·Hi? 

Mr. HARRELD. Of course they deduct as expenses every
thing in the way· of cost that takes place after they acquire the 
property, but that has nothing to do with the cost value in the 
fin;t im;tunce or the appraised value of the property 30 <lays 
after a well is brougllt in. That has nothing to do with it. 
That refers to ad<litional costs which come along in the way of 
development afterward , just as if, when the Senator buys a 
mill, he would take off his expense after he bought it. 'l'hat is 
just exactly whttt the oil producer~ do. 

In order that we may understand the real purpose of this 
law, I want to read a quotation from a man who is president 
of the Mid-Contin~nt Oil an<l Gns Association, which as odation 
is made up of both the Standard and independents. This 
man is an authority on these questions. I quote Judge 'VU
liam X Davis, president of the Mid-Continent Oil and Gas 
An;odation : 

Apparently the criticism of the so-callE'd discovery depletion section 
is ba ·cu entirely on the a ·nmption that the allowance was given in 
the fir~t instance only as a sort of subsidy or bonus to encourage the 
wildcatters, to stimulate activity and the discovery of oil for war pur
poses, but the real reason for the allowance was economic and bad no 
relation to the war supply of oil. 

Tllis economic reason is found in the character of oil production. 
!n oil well is no sooner completed than its rapid decline begins. The 
same is true of oil pools and of the total production of the United 
Stat<'S. laintennnce of the necessary production of oil is secured only 
by drillin;; every year a vast nnmbcr of wells. The following statement 
iR justified by the closely uniform experience of past years : Th sums 
of money involved have been greatly inCl·eascd by the ever-increasing 
depth to which it is necessary to drill. 

The re-cord for 1925 w!ll show drilled in the United Statcs to main· 
ta.ln productlon some 25,000 wells, at a cost of from $800,000,000 to 
perhaps more than a billion dollars. Of this number between 25 and :10 
per cent ill lJe dry holes .. Another 5 to 10 per C('Dt will be so sm'lll 
as to lJe almo ·t equivalent to dry haleR, and another one-third of the 
whole numuer will have iuitinl production of less than 25 barrels a day 
to the well. A large portion of thel'e will not return the investment 
with Inter t durin~ their lifetime. Thus the profits from the produc
ing branch of the oil Industry must come from auout one-third of the 
wells drilled. 

Obviously the oll producer, whether an individual or a corporation, 
must set a ide, from the income derived from profitable wells, a reserve 
for replacement of the oil produced, in an amount adeqnnte to cover all 
of the contingencies of tbls hazardous and uncertain business. It would 
not be sufficient when producing cbenp oil from a rich and prolific 
property to set aside for replacement no more than the cost of that oil. 
Such procedure, followed by the distribution in dividends of tbe remain
der of the in<:ome, would lead to bankruptcy or rapid liquidation of the 
busine~;s. 

It may be rea onably assumed that the cost of replacement will 
approximate the average cost of the discovery and development of a 
like amount of oll in the ground, and a vroduclug company failing tn 
make the nee Rary discoveries is frequently forced, in order to main
tain Its production, to purchase properties discovered by others. .!. 
replacement or t1epletion reserve must therefore be adequate to meet 
tbat canting ncy, and it was upon tbls ground tbnt in Hll9 Congress 
authorizt•u the di covery vn.Iue of a property to be the basis for deple
tion deuuctlon . 

Congrcs bould allow oil producers in computing taxable income the 
anme deductions for replnccmcnt or depletion rc .. erves tbat tbe hazards 
and irregulnrities of tbe business force them to make in the sound 
conduct of their affairs. They should not be required to pay on income 
which is only apparent and which in the maintenance of a continuing 
business ILU t be sat afddo to replace the oll then being produced. 

Mr. President, as I said, in 1918 for the fir, t time Congress 
recognized this right. Since that time and up until 1024 the 
oil com]Janies have been enjoying it. In 1924 the law was 
.reenacted exc~pt tbat we reduced to GO per cent the amount 
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o! depletions that might be claimed, instead of allowing a full 
100 per cent. The only question, it seems to me, that remains 
is the question of whether or not the new proposal made by 
the Senate Finance Committee should be adopted in lieu and 
instead of the law that has been in existence since 1018. 

I li::o;tened to the figure pre:;;ented by the Senator from Penn
sylvania [Mr. REEo] a while ago. It will be remembered that 
he took GO companies, none of whom dealt in the pro<lucts of 
oil, but dealt ouly in the production of oil. The figures f'bowed 
that depletions were allowed which equals 32 per cent of tlle 
gro:-;s income received from oil in 1018; that depletions were 
allowed which equals 41.7u per cent of ~ross income 1n 1918; 
that depletions were allowed in 1020 which, if based on gro:-:s 
income, amounted to 37 per cent; that depletions were allowed 
in 1021 which, if based on gro:-3s income, amounted to 56.20 
per cent; that depletions were allowed in 1922 which, if 
baHed on gross income, amounted to 62.30 per cent; and that 
tho e allowed in 1923 based on gro~-;s income amounted to 51.85 
per cent. I have adued those percentages together and, divid
ing tllem, get an average percentage of 46.86; yet com11laint 
iA made here becam~e we propose to change the law so as to 
allow 25 per cent of the gross income. The very figures cited 
by the Senator from Pennsylvania, in charge of the bill, F!llOW 
that the oil producers of the country llave been entitled here
tofore to an a verog-e depletion charge base<l on gross income 
of 46.86 per cent, and yet in the bill it is proposed to reduce 
that to 25 per cent. 

The only objection I ('an see to the amendment of the com
mittee as it is now pending is that the rate is not high enough. 
I am informed that the experts of the Trea:=mry Department
and they will correet me if I am in error-have taken 50 cases 
under the act of 1921, and their figures show that the amount 
the Government would realize from the income tax on oil 
would not be affected in those 50 caRes if the rates were raised 
to 85 per cent instead of 25 per cent of the gro ·s production. 

I think the proposal to change the method of calculating the 
di co.ver:y depletion chu·ge is very commendable, is very proper, 
and IS right. I happen to know what a force of oil engineers 
the department ha. to ha\e to arrive at those values. .As I 
said, tile producer of oil may baRe his depletion on co:;;t or lle 
may base it on the appraised value at the tilJle of the discovery 
of the well or within 30 days thereafter, so that the engineers 
of the department are compelled to go out under the preRent 
law and make a valuation, not as of this <late, but a valuation 
of the property as of 5 or 10 years ago or 3 years ago. 'l'l1ey 
make a valuation of it as it ought to have been at the time of 
the discovery or within 30 days thereof, whenever that may be. 
Anyone can ce what a task that is for the Treasury Depart
ment. It has resulted in the employment of almo. t an army 
of oil engineers. Tbe proposal involved in the Senate commit
tee amendment does not do away with that. All that a man is 
required to do is to report to the department his gross receipts 
fr~m ~il and take from it a depletion of 25 per cent. Tlle only 
ObJeCtiOn I can see to that is that I think it is not giving the 
producer of oil a sufficiently lm·ae percentage. In my judg
ment, it ought to be 35 per cent, and I may later offer an 
amendment to that effect. 

Mr. COUZENS obtained the floor. 
Mr. NORRIS. Mr. President, will the Senator from Michi

ga.n yield to me? 
The PRESIDING OFFICER. Does the Senator from Michi-

gan yield to the Senator from Nebra~ka? 
1\fr. COUZENS. I yield. 
Mr. NORRIS. I suggest the ab:ence of a quorum. 
The PRESIDING OI!~FICJ<~R. ~'be absence of a quorum is 

suggested. The ckrk will call the roll. 
The enrolling clerk called the roll, and the following Sen

ators answered to their names: 
Ashun~t l!'letcher M cKellur 
Hnya nl l<'rnzlcr 1\J cLean 
Blen~e Geor~o Me 'ary 
Bru tton Gcny l\letcalt 
Brookhart Glllcit Moses 
BrousF;ard Olnss NC'ely 
nruce GoiT Norris 
Cameron llule Nyc 
Capper Dn1·rri(J 011<liC' 
('op~land lin rrlH Overman 
Couzens Harrlf!on l'q>per 
Dale Ilt>ilin Ph1pps 
Il('neen Bowell 1'1ne 
Edge J ohn~;on Hnns<lC'll 
Ern1:1t Jone , Wush, H<'cd, Mo. 
l•'ernnld KPndrick HN>d, Pa. 
Ji'C'rris Ll\:tilng,•

011
ette Hollin. on, Ind. 

Fess I!' :::lnck('tt 

~hC'ppnrd 
Sbipstead 
Shortridge 
Simmons 
Smith 
~moot 
Btcphens 
, wanson 
Trammell 
'l'rson 
Wadsworth 
WtllHh 
WarrPn 
Wntj;on 
\V('ll~r 
Wltf'elcr 
WHlifl 

The PRESIDING Oli'FICER. Seventy-one Senators 
answe1·ed to their names, a quorum is present. 

hnviug 
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Mr. COUZENS. l\Ir. President, I ask that the committee 
amendment, on pa~e 21, inf-lerting lines 12 to 25, inclusive, and 
on page 22, lines 1 to 1G, inclusive, be disagreed to. I would 
cut out of the bill all values base<l on discoveries and leave it so 
tlla t all depletions will be comrmted on the basii; of cost. It 
seems to me, in view of the discussion that hn.s t~ken place, 
that perhaps the !Jest way to poin.t out tbe desirability o! the 
amendment is to read at lea. t br1efiy from the report of the 
se1cc·t eommittee that investigated the Internal Revenue Bu
reau. I move to Hlrike out what the committee propose to. in~ert. 

Tlle PRESIDI~G OIPFICER. If the Senator from l\11ch1gan 
will 1wrmit, the Chair will tState tbat tbe amendment offered 
by the Senn tor from Micllign u relates to tbe proposed com
mittee amendment and the olJject wbich the amendment Heeks 
to accompliHh wot~lU be accomplished by the rejection of the 
propoHed committee amendment. 

Mr. SMOOT. That would he the proper procedure. 
Mr COCZRXR. That i~>~ tbe correct parliamentary situation. 
Th~ PRESIDLTG OFFICER. The question is on agreeing 

to the committee amendment a~ amended. 
l\Ir. COU7-E. TS. On page 17--
Mr. NORRIS. Mr. PreHident, before the Senator from :Michi

gan procee<ls I Hhould like to understand tho situation. 
The PRJ~. !DING OF1!'ICER. Does tbe Senator from Michi

gan yield to the , 'enator from Neb1·aska? 
Mt·. COl.:ZEJNS. I yield. 
Mr. NOHHIR. I should like to understand the situation. 

I understood that the , 'enator from Michigan has ofl'ercd an 
amPn<lment to the committee amendment. 

'l'he PRESIDING OFFICER. If the Senator from Michigan 
will permit, the Chair will state that the a~endment offered 
by the Senator from Michigan proposes to str1ke out the com
~ittce amendment as amended, wbich is printed in italics, 
beginning in line 12, on page 21, and running to line 16, on 
pa~e 22. 

l\lr. NOllRI '. The amendment offered by the Senator from 
M.iehigan waH to strike out the committee amendment. 

l\Ir. COUZENS. I withdraw my amendment, and we can 
take a vote directly on tbe committee amendment. H tbe com
mittee amendment sball he rejected, my amendment will then 
be oll'ered, because it will then be to strike out the provisions 
of tbe Hou~e bill. 

Mr. NORRIS. Di<l the Senator's amendment undertake to 
inHert anything in place of the committee amendment? 

.Mr. CUMMINH. No. 
1\lr. NORRIS. It strikes out the committee amendment? 
Mr. COtTZENS. V\-~hat I shall have to do will be to move 

to stril{e out the provhdons of the House bill after the com
mittee amendment shall ha,·e been disagreed to, if it shall be 
diRagree<l to. 

Mr. Prt'Aident, on pa~e 17 of tbe report of the committee 
which inveAtigated the Internal Revenue Bureau, under the 
head of "DlRcovery depletion-depletion of discovery value 
is an exemption," it is stated: 

The provisions ot tile income tax law which permit di 'Covery 
value--

l\Ir. GOFF. )!r. Pr<'sillent--

The provisions or the income tax lnw which permit discovery value 
to be depleted grant an exemption to those engaged in the mining and 
oil industry not grnn ted to or enjoyed by other taxpayers. 

The 1913 act llnd all subsequent income tax laws havo treatt'd all 
increment in the value of capital inv£'stments over cost whlch has ac
crued since March l, 1013, as income which becomes taxable when 
realized by the sale of the property. 

That is true when it comes to the sale of the property, but 
when operated it is exempted under discovery depletion. 

I shall skip over a po1·tion of the ::;tatement, so as not to 
delay the Henate, and turn to page 18 of tlle report, wllich 
deals peculiarly with oil, because that seems to l.le the most 
dh;cussed matter, although what I propose is applical.lle to 
mines and minerals of all kinds just as well as to oil, but the 
difficulty involved in the cuse of coal and other minerals is 
not so great as it is in the case of oil. 

It may be said that the discoverer of oil or minerals assumE's a 
great rlsk in drilling or prospecting in an unknown ·fh>ld. In the 
first pluce, attention ls called to the fact that discovery depletion is 
allowed to the lessor, who sits idly by and ri~:~l<s nothing that is not 
rl'ked by every investor in real estate. In the second place, we 
will show tllat tho greater part of the allowances for di~cov{'ry 

Oepletlon are made to those who drill in proven ground, where the 
tl.i1ding of oll is practically c<>rtain. Fm·thermorc, every in V<'Stor 
ln speculative stocks, ~articularly those who invest in new enter
prises, organized io manufacture new inventions, assume grrat risks 
of losR. Except in the case of mines and oil and gas W('lls, no in
vestor is permitted to ct up the value of his buslncRs, after its suc
cess hns been demonRtrntcd, as a deduction from the profit to be 
derived from that IJu:slness for tbe purpose of determining hili net 
taxable income. Discovery depletion is not a deduction permitt.-d 
for the purpose of arriving nt the nE.'t income dcriv{'d from mines 
and on and gas wells. It is clearly an exemption from taxation on net 
Income and as such is a discrlminalion again t every other taxpayer 
nod every other industry. 

DISCOVEHY DEPLETION, $300,000,000 PER YlilAR ON OIL 

No statistics of the amount of discovery depletion allowed as de
ductions from taxable income have been comvlleu by the Bureau of 
Int{'rnal Revenue. :Mr. Albert II. Fay, former chief of tho natural 
re. ourccs division of the Income Tax Unit, estimates that the de
ductions allowed to oil producers alone for dl ·covc1·y deplellon amount 
to approximately $300,000,000 per year. As practically all or this 
depletion is allowed to corporations, which are now taxed at the rato 
of 12th per cent, the tux exemption enjoyed by taxpayers In this 
one industry is approximately $37,500,000 per Y<'llr. 

Tllat appears on page 1874 of the te~timony before tbe com
mittee. 

As these estimates wer·e presented to the committee on Febrwu-y 
10, 1!>2:>, and no exception has ever bePn taken to them by the bureau, 
we f£'el safe in a surnlng them to be :fall'ly accurate. 

It is obvious that during the high tax J<'llrs this exemption waa 
worth several hundred millions of dollars to the oil industry. ~'his 
fact is shewn by the allowancl's made to the Gulf Oil Corporation. 

The PRI•JSIDI... TG OI!'.I!'ICER. Docs the Rena tor 
igan yield to tbe Senator from ·weRt Virginia? 

The Gulf OU Corporation and subsldiat1es were allowed dC11letion 
deductions, ba ed on coat and 1913 values, for the three years 1917, 
1918, and 191P, amounting to $11,517,427.42. These companies wero 
allowed discovery-dE.'pletlon deductions for 1918 and 1019 alone 

from Mich- amountinf:- to $20.9!)6,490.33. Thus it appears that in thla caso the 

Mr. COUZEN . I do. 
1\Ir. GOFI!'. Before the Senator from Mlchi~au hegins his 

argnmPnt, I should like to offer an amendment relating to the 
sam<' subject matter concerning that to which the Senator from 
Michigan i:::~ now addre:-:siu~ llimsclf. I ask that lbe amend
ment which I now send to the de~k may be read. 

incomE.' e-xempted from tax, by rt'ason of discovery d<'plction, in tho 
two yeal·s 1018 and 1019 alone was nearly twice the cavttal drpl{'tcd 
during the three yenrs 1917, HHS, and 1919, and that the income 
exempted would have been taxed at n very much higher rate, bud it 
been taxablP, than tho rule which waq applied to taxable income. 
The discovery depletion allowed tile Gulf Oil Corporation for Hl18 
and 101!) reduced its taxes for tho~e years by $3,8G2,G17.VG. 

Tile PUESIDING OFFICER. 'Vitllout ohjection, the amf-n<l
mcut propo~ed by the Senator from "'est Virginia will l.le 
stated. 

Tbe Crrn:l!' CLER.Ic 

to add: 

1 submit, l\lr. President, that that is not a "wildcat org-ani
zation"; that is not; the producer for whom the Senator from 

on prtge 22, after line 1G, it is propc.~ed Oklahoma is pleading. That corporation, ns will be proved 
later on, as well as most of the cor·por tions that get tl1e tHlvan
tagP of thil:l provision, could well pay not only the excess-

Pmt'idccl, 1wwet·er, That when tll t' opP.rating expenses or a property profit!:! tax but could continue to pay the 12% per cent tax on 
arc t..·ss than 3G liN" cent of th<> gross income fl·om the property <.lur· tlu>ir profits the same as every other corporation. 
ing the taxable y<'ar, the nllownncP for depletion shall be 85 per cent If this provision Hball be entirely removcd from the act it 
or . uch gross income; anrl wllen the op<•rnting expenRes of a pl·opE'rty will mean nothing like we are told it will menu by the Ht'nator 
are le:;s than 215 per cent or s•tch gross income, the allowance for de- from Oklahoma and the Senator from We:"t Virginia in its 
pletion shall be 40 pt>r cent of . uch gro:;s Income. Such allowance etrcct upon the industry, because if the companies engagNl in 
lull! not excct>d 50 per cent of tlw net incolll of the taxpayer (com- the in:lustr:\' make no profit they pay no t.a.·, nnd lf they make a 

puted without allowance fot: deplPtil)n) from the property, except iLnt profit they ·only !)elY 1272 per cent. Ro I suhrnit that the enUre 
in no cnse shall th<' d<'plr.twn nl~ownuce be ko~s than l.t would b~ lf ll'CPNl.l means no calamity to the indu~try, but will si.mplify nd
com(mtf.'d without reference to this paragraph. minL::tration .and will put the oil in<lu::~try and the mining 

Mr. COUZENS. Mr. Pr<'!'ddent, I continue to rend from the industry on the Hnme basi~ as every other industry. 
r{'r)(n-t of the committ(•e which investigated tbe Internal \ Another illustration of the cfl'ect of dlscovPr.Y dcvlctlon ls found lo 
nevenue Bureau: the Cll •• of tlle United VCL"de Exteusion Mining Co. 
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~'hi. cnse i~ referred to on pages 3406 to 3411 of the testi

mony before ihe committee: 
'l'he 1!>13 value of the property of this company was determined to 

lJe ., 5::!5,000, whic~ was also the par value of the outstanding capital 
11tock or the company. But for the discovery clause in the law, 
, o::!.i,OOO would have bc<'n the amount this company would have been 
Jlt<rmitt 'd to dc.·uuct from income as depletion during the life of its 
prllpl' .. rty. 

In 191i"i the company discovered an immensely rich deposit of ore. 
_,\R n r('~omlt of the allowance of discovery value the amount to be 
lil'lJll't('(} was lncrcab d to 30,652,379. Thus during 1915 there was 
:m increase in the value of the property of tbls company of $30,-
127,379, which will b · realized in the form of operating profits during 
tile life of the property, but which will be exempt from tax as dls
covPry d!'pletion. 

In the Texu,; Gulf f:lnlphur Co. case a discovery value for depletion 
pnrpo. ·~ of . ~8,9:!0,000 was allowed on a property which had been 
purcl.Ja:ed by the company for $250,000. 

It . eem. to mf', Mr. Pre:-;ident, that those arc outstanding 
examples not only of ihe stupidity of Congress in the past but 
of the continued stupidity of keeping the pro\ision in the law 
when the <:onditions are known. · 

LI:UIT TIONS OF AMOUNT OF DISCOVERY DEPLETION DEDUC'RIBLBl 

The pro,·islon for the depletion of discovery value was first in-
Nlf'<l In the 13\V in 1018. The 1918 act did not limit the discovery 

depletion allowable. It was found that in some instances the allow
ance exc&rled tho operating profit from the property, and tlle loss 
tlnu; crentt!d was deuncted from the income from other sources or 
carried forward as a deduction from the net taxable income of the 
succeeding year. 

Just imagine that situation! No matter how much profit 
was made, the fictitious value created by discovery vnluation 
not only wipPd out all the profit of the concern and obviated 
the payment of any tax what!'!oe\cr, but the amount by which 
discovery vulue exceeded tl1e profits of the corporation was car
ried over iuto succeeding years to be deducted again from 
profits an<l from taxation. 

l\1r. S IOOT. That could not posAibly happen un<ler the pro
vi.·ions of the pending bill. 

:Mr. COUZE ... ·s. I undenoJtand that, but I run showing tile 
nhsur<lity of the wholc--

Mr. S::\IOOT. Of the ori~inal law. 
Ir. COUZE.~. 'K I am . bowing the absurdity of the whole 

question of allowin~ depletion on an estimated value. The only 
sound value on which depletion can be allowed iB the cost of 
the property to the taxpayer. 

To meet this situation the 1921 net provided that the <liaeovery 
dl:'Pletion allowable as n deduction shall not exceed the net incoru~ 

Now, remember, nfter thiB had been going on for Rome years, 
they di~c-ovcre<l that they "'"ere gi\ing the oil and the mining 
inclustrle · too much; so they sald: 

You can not dt•duct nny more than 100 per cent of your profits anu 
carry over any cxc( to the following ye11r; so we will exempt you 
from all taxation, but w wm not let you take ot! for one year lo 
the following ycnr. 

Mr. PL. '"E. Mr. President--
The PllESIDL. ~a Ol1'li'ICER. Does the Senator from Michi

gan yielcl to tl1e Senator from Oklahoma? 
1\lr. COUZENS. 1 yield. 
l\Ir. PI: ·n Docs the Senator menu to say that they carri"d 

over depletion from one year into anoU1er year? 
1\lr. COUZENS. I do. 
Mr. PL TE. 'Yas that done? 
Mr. COUZE~ 1 8. Yes, sir; and it was permitted by law up to 

1!>21. 
Mr. PINEl I deny that it was done. 
Mt·. COeZENS. The Senator, then, q·nestions the veracity of 

illy Atntemcnt'! 
l\Ir. J:>L ·E. I do not question the Senator's veracity. I deny 

thnt it is n fact. 
Mr. COT ZENS. I state that it is a fact, and that we ob

tained it froru the in\e, tigntion o.f the Internal Revenue Du
:,.·eau; and ruefy the f.:enator to prove that it is not true. He 
Jlas not a scintilla of evillence to prove that that did not 
happen in the oil industry. 

Mr. rL ~E. I do not have to prove that it did not happen. 
I af.:lk the • enator to prove that it did happen. 

Mr. COUZE.~. :rR I am provin~ it. If the Senator will sit 
down and wait long enough, I will prove that it did happen. 

l\1r. riNE. Ilow can you devlete an income more than 100 
per cent? 

lll'. KL .. G. That wa' clone. 

Mr. COUZENS. That was done, because it was canied over 
until the following year. 

1\fr. PINE. That statement I deny. 
Mr. OOUZENS. I think the Senator is entirely out of 

order. He submits IlO proof and practically states that this 
report that is signed by three Senators, a majority of the 
committee, i.s telling an untruth. 

Mr. riNID. I have been in the oil business all of this 
time--

The PRESIDING OFFICER. Does the Senator from l\Iichi
gan yield to the Senator from Oklahoma? 

1\fr. COUZENS. I do not think I ought to yield to a man 
who impugns the reputation or the character of a committee 
that has made a thorough investigation, and who is so ignoraut 
that he has never even been through the bureau to know 
anythin~ about it. 

The PRESIDING OFFICER. The Senator declines to yicl<l. 
l\Ir. PIKE. 1\fr. President--
Mr. COUZENS. I decline to yield. 
l\Ir. HARRELD. l\Ir. President-
l\Ir. COUZENS. I decline to yield. 
l\Ir. IIARREI,D. Does the Senator decline to yield to me? 
l\Ir. COUZENS. I decline to· yield. 
l\Ir. HARRELD. All rigllt. I simply wanted to explain that. 
Mr. NEELY. l\lr. President, I call the Senator from Mkhl-

gan to order for charging the Senator from Oklahoma Ll\Ir. 
PINE] with being ignorant. 

The PRIGSIDING O:B'li'lCER. The Senator from Michigan 
will take his R<'at, and the rf'porter will read what wa, ;-jfll<.l. 

The reporter read as follows: 

l\lr. PINE. Mr. PreHident--
'l'be PRESIDING 011'1-"ICER. Does the Scnntor from hllchlgan ylclu to 

tbC' Scnn tor from Oklahoma? 
l\1 r. CouzE. ·fl. I yield. 
Mr. PINE. Do s the Senator mean to Ray that they carried over 

depletion from one year into another year? 
Mr. COUZENS. I do, 
1\lr. PJI\"E. Was that uone? 
1\Ir. CouzENS. Yes, l:lir; and it was perlllitted by Jaw up to 1921. 
Mr. Pnm. I deny that it wu done. 
Mr. CouzE~S. Tbe 'enntor, then, questions the veracity of my 

statement? 
Mr. PINE. I do not qu~:stion the Senator's veracity. I deny that 

it is a fact. 

Mr. 'VILLIS. Ur. Pre:ident, I move U1at the Senator from 
MiC'hig:an be permitted to proceed in order. 

1\lr. NORRIS. It has not been decided yet that he was out 
of order. 

~Ir. SMOOT. Let the ref.:lt of tile statement be read. 
l\lr. NORRIS. I submit that it has not been uecided yet 

that the Senator from 1\Ikhigan is out of order. 
1\Ir. KING. .Ir. Pr si<leut, I ask to ba\e rend what the 

Senator from Oklahoma :o;aid. 
The rRESIDir·G OFFICER The reporter will read the 

entire colloquy. 
~'he reporter read as follows: 

Mr. PI:'\E. Mr. President--
The PnEsrot~G OFio'JCEU. Does the flenntor from Michigan ylclu to 

tb enator from Oklahoma? 
Mr. CouzE:o;s. I yield. 
Mr. l'INll. Do\:s the Senator mean to ay that they carried over 

d<>pl<'tion from one yenr into another year? 
;\!r. Couzr:xs. I do. 
1\Ir. PINE. Was tllat clone? 
Mr. Couzl.;Ns. l·<'s, ~dr; auu It was permitted by law up to 1921. 
Mr. PINE. I deny that it was tlonc. 
Mr. Couzm;s, The :Senator, then, questions the veracity of my 

statement? 
Mr. l'INE. I do not qu<'stion the Senator's veracity. I d!'ny that 

it is a fact. 
J\Ir. CouzENS. I state that lt is a fact and thnt we obtained it from 

the inve ligation of the In le1·nal Revenue Burenu; nnd I defy tho 
Senator to Jll'Ove that it is not true. lle hus not a scintilla of eYiclence 
to prove that that dld not hnppen in the oil in<lnHtry. 

Mr. rx~E. I do not have to prove that 1t did not happen. I a!'!k 
the Senator to prove that it did happen. 

M:r. CouzENS. I am proving it. If the Senator will sit clown anu 
walt long enengh, I will prove that it did happen. 

Mr. P1Nm. How can you deplete an income more than 100 per cent? 
Mr. KINO. '.rhat was done. 
Mr. CouzENS. That was done because 1t wns carried over until tJ1e 

followJng year. 
Mr. PINE. That statement I deny. 
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Mr. CouzExs. I think the Senator is entirely out of order. llc sub

mits no proof and vracticully states that this report that is signed by 
three Srnators, n. majority of the committee, is telling an untruth. 

1\lr. PINJ:. I have been ln the oil busine:;s n.ll of this time--
The P&ESIDI.'G Oll'li'ICEn. Does the Senator from Michigan yield to 

the Scn11tor from Oklahoma? 
Mr. CouzENS. I do not think I ought to yiE'ld to n man who im

pugus the reputation or the character of a committee that has made 
a thorough inv('sli~ation, ami who is so i:;norant that he has never 
even been through the bureau to know unytblng about it. 

The l'unsrmNG OI!' FICF.n. The Senator dedines to yield. 
Mr. PIXE . • Ir. PrC'siu<'nt--
l\!r. C'oGZFL'S. I <lceline to yield. 
:Mr. H.\I:CBLD. ~!r. Presi<J.ent--
Mr. Col'ZB . ·s . I decline to yield. 
"!\fr. IIAHnELD. Does the Senator decline to yield to me? 
Mr. Col'ZEXS. I decline to yield. 
Mr. IIA.uuELD • .All right. I ~im!Jly wanted to explain that. 

1\lr. WILI..~IS. l\lr. l'resillent, before the Cbuir rules on that 
poiitt, I sulnnit that a careful consiuerntiL)n of what was 
sni<l--

The PRERIDIN'G OFFICER. The pref-:CDl oeenpant of the 
cbnir will !':tate that from the reading of the rule it is im
possihle for him to determine whether or not the Ohair is 
called upon to rule as to whether the point of order is wdl 
taken. 

Paragraph 4 of Rule XIX rends: 
If any :=:!enator, in speaking or otherwise, b·nusn-res~ the rules of the 

Senntt.>, the Pre ·ldi.:lg Ollicer shall, or any Rcuutor may, call him to 
or<l r; and when a Senator :;hall be called to ordu he shall sit down 
nnu not proceed without leave of the Senate, whir~. if granted, shall 
ue upou motion that be b allowed to proceed In ortler, which motion 
t.llnll l;e d<'termiued without ddn1te. 

Mr. ·wlLLIR. I now renew my motion, 1\Ir. President, that 
the foit>nator fl'om l\Ii<:higan be permitted to proceed in order. 

'l'he PHE. 'IIHNG Ol!'.I!"IUEH. .The question is on the motion 
of the ,'enator from Ohio. 

'l'he motion was agreed to. 
The PHEHIDL ~a OifFICEll. The Senator from Michigan. 
Mr. COUZE ... ·s. 1\Ir. President, I am not a parliamentarian, 

l.mt I should like to find out if there was any <led ·ion read1ed 
n · to whether I was out of order. The Sennt<>r from West Vir
ginia [Mr. NEELY] submitteJ. to the Chair the point that I 
was out of order. 

l\Ir. NEELY. Mr. l're i<lent--
The PHEHIDING OI!'FICER. H the Senator from 1\lichi

gan will 11ermit, the Chair will stale that the Senator from 
'Vest Virginia stated his motion in such a manner as to 
invoke paragrai>h 4 of Rule XIX, which gives the Cllair no 
opportumty to rule on the question. '.rhe rule is mandatory, 
and the present occupant of the chair will ·tate tllat be com
pliE><l with tllat provhdon. As far as the present o<..-cupunt 
of the chair-who also is not a parliamentarian-is concerned, 
the Chair bns no authority or province to rule under para
graph 4 whE>n it i · invoked by any Senator. It then l>ecomes 
mandatory on the part of the Cllair to enforce that section 
of th<.> rule, and no disct·etiouary power is given to the Chair 
under the rule to decide as to whether or not the point of 
orcler is well taken. 

Me. f.il\UTH. l\Ir. PreHident, do s not the rule say, just 
prce <ling that varngraph, that the Chair may, upon bi own 
motion or upon the motion of a Senator, call a Senator to 
order whPn he has done eertain definite, specific things? That 
i.· the point the Senator from l\llchigan is raisiug. What 
thing hus he done that would cause either the Chair or a 
1::\Pnator to invoke the rule? 

l\tr. NJ<JELY. 1\Ir. rresiJcnt, I made the point of order 
and sh ttld like to ans\ver the que tion. 

Tl.le l'UEHIDI~ •G OFFICER. The present occupant of the 
chair· will Htate that he will be glad to be advised by Senators 
older in service hN·e than himself as to the parliamentary 
situation which {>Xists. 

l\'lr. NEELY. ·with the permh;sion of the enate, I rend from 
Rule XIX, paragraph 4: 

If any Senator, in speaking or otherwil'le, trnnsgressE>s the rules of 
the 'enate---

1\{r. llLEASE. Mr. Pre ident, I rio;;e to a point of order. 
'l'he PH.li~.'IDL G OI!'InCEll.. The Senator will state it. 
Mr. HLE.A.SE. The Chair has ruled on the proposition, and 

the fienate has unanimously agreed that the Senator from 
Michigan may proceed, and he has the floor. 
Th~ PUEHIDING O~'l•'IU:fi~R. There is no question about 

that; but the 'enator from Michigan raised this point hlmselt, 
after he recein·d the :floor under the rule. 

1\Ir. BLEASE. I submit that he has not any right to raise 
that queAtion. '!'he ~enate bas given him permission to pro
ceed, and lie has floor. 

1\Ir. N:ffiELY. Mr. Pre~>ident--
Thc PRESIDING Ol!'FICER. Does the ~enator from Michi

gan yield to the Senator from West Virginia? 
l\Ir. CO'CZJ<JNS. I do. 
Mr. NEELY. "''ith the understanding that I have the floor 

1Ur. President-- ' 
'!'be PRESIDING OFFICER. No; the preAent O<'Cupant of 

the chair will state that the Senator from l\lichlg-nn has the 
:floor. He has yielded to the Senator from 'Vest Virginia. 

l\lr. NEEI;Y. 1\fr. President, I understand that the Senator 
from 1\Iichigan has yielded to me. 

Tile PRESIDING Ol!'l!'ICER. Tie bas yielded to tbe Senator, 
but he has not yielded the :floor. 

.Ur. COUZENS. That is true. I have not viel<led the floor 
but I have yielded to tbe Senator to nsk a qu~stion. ' 

l\[r. ~i'EE~J;Y. I do not want the floor. I waut the Senator 
to permit me to proceed--

The PRESIDING OFFICER lie has <lone so. 
1\Ir. NEELY. Until I can read the rule and 11111ke my c·om

ment on it. 
Paragraph 4 ot Rule XIX provillcs: 

If any 80nator, ln sp~al<ing or otherwise, trnnRgTPI'lS the rulE's of the 
Renate, the Pr••si<llng Officer sball, or any , <>nu tor rnny, eall l1im to 
order ; nnd when a Sen a tor sllnll be called to ortlcr he ::;hall sit down, 
anu not pror<'cd without leave of the Senate>. 

I ~uhmit, Mr. President, that it is a violation, at least of the 
unwritten law of thil:! body, for one Senator to call anotlJCr 
, 'enator an ignoramu . It il:! not in l;:eeping with the dignity of 
a 'Gnited State::; Senator to do such a thing, and I protest 
against it. 

l\lr. KING. Mr. Pre~i<lent, will the Senator yield? 
l\Ir. COUZENS. I yiel<l. 
:1\Ir. KING. 'While I think the Senator from 'VeHt Virginia 

was meticulous-! suy that not by way of crltid~m-in invok
ing the rule, he could, I think, with fnr t.'Teater propriety bn.ve 
invoked the rule ag-ainst the Senator from Oklahoma, hec·uuse 
it seems to me that a propeL' interpretation of his statement 
was a challenge to the veracity of the Senato1· from l\1ichigan. 

l\1r. HARRELD. Mr. President--
1\Ir. NEELY. 1\Ir. President--
The PRESIDING Ol!'Il'ICER. Does tlle Senator from 1\Iic·hi

gan yield ; and if so, to whom'? 
Mr. COUZENS. I yield to the Senator from ·west Virginia. 
1\Ir. NEELY. I wish to say that I did not hear the Jir~t part 

of the colloquy. I came from the anteroom, and ju~t as I 
entered the Senate Chamber I heard the diHtinguished Senator 
from Michigan say what I have stated, and what I do not 
think he would have said if he hacl not been peeved. I, of 
cour.·e, <lid not hear the remarks that were made before I 
entered the Chamber. 

l\lr. HARR11}LD. 1\Ir. Prmddent--
The PRESIDING Olfl!'ICER. D()('s the Senator from 1\lichi

gan yield to t11e senior Senator from Oklahoma? 
l\Ir. COUZENS. I do. 
Mr. ITARRELD. I do not think the Senator from Utah 

is justified in making the statement that my <:olleague had 
said anything which reflected at all upon the Senator from 
1\fichigan. He was taking issue with the statPment of fact 
which is contained in the report of the committee. He <lid 
say that he <lid not believe that that report stated the faC't. 
I think he was within his rights when he made that Htate
ment; but, if the Chair will go to the b·oublc of having the 
proceedings read again he will find that my coUcague :-mid not 
a thing which reflected upon the Senator from l\Ilchigan, 
although the Senator from Michigan might have unclcrstood 
it in that way; and perhaps that is the cause of the whole 
trouble. He may have interpreted it in that way, but I think 
that it is a tempest in a teapot ; and I think tho Senator from 
Michigan should go on with his speech, and let that end it. 

1\Ir. COUZE ·s. M:r. Pre::;i<lent--
The PRFJSIDING OFFICER. 'l'he Senator from Michigan. 
1\:lr. COUZENS. I submit that it is not quite r-;o simple as 

that. This report was Hlgnl'd by the . E>nior Rena tor from New 
Mexico [1\Ir. JoNES], the junior Senntor from Utah [Mr. l:~ING], 
and myself-a signed statement, which was being read to the 

enate--and I yielded to the junior SPnator from Oklahoma, 
and during the diRCURSion he denied as not true a statement 
that we bad signed. I do not know whether the Senate thinkH 
it is worse to call a Senator a liar or to <:all him ignorant. It 
S<'ems, from the way the rule was invoked, as though it i~ 
less re1u·ebensiule to call a man a liar than it is to call him 
ignorant. 
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1\Ir. nLEARE. ~rr. rresi<lent, I ri.;;c to a point of order. 
TlF• PHI-.~~IDI '0 Oli'FICER. The SPnator from South 

Carolina will ~-;tate it. 
1\lr. BLRARE. Tlle Senate gave the Senator from 1\!i.chig-an 

permiQ, ion to go on with his ~pcech, presumin~ tlwt the other 
inddent lwd bcPn dropped. I ~nhmit that the Senator from 
:Michigan . hould g-o on with his ·pcecb, and let the personal 
.rna tter re;;t. There is another J>lacc where they can settle that. 
[LRn~btE>r.] 

The l,RESIDI TQ OFFICER. The ~enate will be in order. 
Thl' ~enator from Michigan will _u. ·pend un1il the Senate is 
iu order. [ pnu~e. I The Rena tor from 1\lichi~an. 

l\Ir. CO'PZK :r. •. ~!r. P1·esident, in am:wer to the junior Sen
ator from Oklahoma, I will state that I brve had Mr. Mam;on 
confcrr ·d with, and be specifically ~ayl'l that the deuuctions for 
clepletion taken from nn Oklahoma fiel<l C'ould be deducted 
from the profit on a Texa production in the following year's 
return. 

Mr. HARRELD. l\fr. Pr<:':'lident--
The PU.Ef:;IDIN'G OFFICER. DoeR the Senator from Michi

gan yieJu to the Senator from Oklahoma? 
Mr. COUZE~ 'S. I think I bad better not enter into any 

more controver.·ies with the Senators from Oklahoma. 
Mr. HARRELD. I do not mean to get into a controversy. 
The PH.E.'IDI.~. 'G OFFICER. The enator declines to yield. 
Mr. HARRELD. I do not mean to be controversial. I do 

not do tllnt kinfl of thing. 
The PRE. '!DING OFFICER. The Senator declines to yield. 
Mr. COtJZE. ·s (reading)-

The pro1i ion for the depletion ot discov<>ry value was first inset·tcd 
In the l&'W in 101 . The 1018 act did not limit the uiscovery depletion 
allowable. It as fouuu that in some instances the allowance ex
ce<>ued the operating profit from the property, and the loss thus created 
wa dedncte,l from the income from other sources or carried forwa•rd 
as a d1~dnct1on from tbe net taxable income of the succi'eding year. To 
tneet this ituatiou tlle 1921 act providl:'d that the discovt>ry depletion 
allowable ns a deduction ball not exc:eed tlte net income, computed 
without allowance for depletion, from the property on which discovery 
Is made. 

In other words, it was obvious to the Congress that they 
were hiking more than 100 per cent, and the loR~es created 
thcret1y carried it over to the next year, becau 'e the Congress 
themselve.~ corrected it, and said by statute that one could not 
take off more than 100 per cent of his profit. 

The 1024 net further limited the di.·coycry depletion al1ownble to 
GO per C(?nt of the net income. 

In 1024 Congre. s ob erved that thiR depletion discovery value 
was so ab. ur<l that they cut it by .50 per cent in 1924. So 
that it must he obvious to anyone that the ·act of 1018 was 
nh~urd, that the act of W21 was less • bsur<l, and that by 1024 
tl1e act had to be wordeu o as to reduce the depletion by 50 
per cent. 

An exnmtnution of the bearings before the Ways and Means Com
mittee of 1he IIou e and before the l<'innnce Committee of the Renate, 
wll<•n the 1!>18 act wa under con~iderntion by these committees, shows 
that thl" purpo.-e of the provision for dil-lcovery depletion was to 
stimulate wildcatting or prospecting for the oil and minerals then 
needed to ~ rry on the war. 

Thnt wns the pretext that was pre. ·cnie<l. to both committees 
of Cont;re. in 191 · when the war wns on. 

1\lr. HARHELD. :\Ir. President--
1\lr. ··orzE.i. ·s. That was the ar;.,:mncnt that wa advanced 

ns to the reqne ·t for allowing a di~covery value, l'fither than 
a cost value. 

The PHE.~IDI~G OFFICER. Does the Senator from Michi
gan yield to the , 'enntor from Oklalwma 'l 

Mr. CO'LZE TS (reading)-
The oil lndu.;try, through tbe representatives of its various associa

tions or operator --

Ur. II.ARHELD. ..Ir. President-
lfr. COCZE1·. • (eontinuin.,.)-

n·Jne <'ntcll to 1he committees of Congrl'ss that the country was then 
c·unsum1ng oil in exc·c~ of pro<luction at the rate of 60,000 lmrrels a 
day. 

The PREf'IDL ·a O.II'FICER. The Senator from 1\Ilchigan 
dcdines to yiel<l. 

Mr. COUZE. ~~. Tllnt wus in HilS. The consumption was in 
execss of the total proflnetion by HO,OOO barrel a uny. So, be
<·nu"e production wn~ mnch lc. s thnn the commmption, they 
npvcnlr•d to C<mvreLs to t.>.Deournge wiltlcntting, and for the pnr
pwc Qf enr-• nrn;.;ln~ wilcknttln~ Con~n~. l') grunted them this 
()i::;f.'o'·ery vnlue fur depletion llUI'VOHes. 

Tlle on ln(Ju . try l'f'presented to Congress tllnt tlle prospecting for 
new oil fieltls was mostly done by small incli1i<lnals or conc<lrns. When 
these proi"pectors or· wiltlcnttol'l:l strnck oil they sold out antl moved on 
to new umleyelopeu territory. Sometimes, for yenrs, the wllllcnttl'r 
hau no incomf! from which to deduct his lo~ses and expcmses, and when 
he did find oil or mineral tbe tax rate w:· · so lrlgh as to prevent him 
from even recouping the los..~es of former years. It was represented 
that relief from thi."l situation wa!'l necessnry to encourage that pros
pectin~ or wildcatting which was so est;entinl to increa!'le or cven main
tain the supp!y C'SI'~ntial for the proRecntion of the Wtlr (18G::>-G6). 

It was to meet this situation tbat the discovery provision was put 
into the 1018 net. 

I submit, Mr. Prcfii<lent, that the two purpo.'es for which tllis 
was put in the act have entirely disapveared. For one thing, 
the war is over and the development of oil for the prosecution 
of the war is not necel'isary ; Heeondly, the supply is ample for 
the consumption. Therefore the baRes of the two arguments 
used uy the ~dustry have <lisappcareu. 

The situation h1tended to be met by the <]1,;covery provi~ion baR -:o 
changer! that every rea~on udva.ncE>d for its ennctmeut hns diR!l!>PPI11't'f1. 

E.~c{·pt in the en e of li'R::>ors, who srend nothing nnd riHk nothln~ 
for the discov<'ry of oil, pra<-tlcnlly nll dis<'ovcry depletion is nllowl'd 
to corporations. 'l'he corporation tn. bus !JeC'n r •due d to 12% per 
c<>nt, and no renAon is nppar<'nt why any corporntion engng<'d in the 
operation of oil wells or mines shoulu not pay a 12% p(·r cenf tux 
on the profits it derives from the discovery of oil or mineral on its 
property. 

An inventor may RpC'nu years of time di!Veloping an invE>ntion from 
which lle may derive immen~;e profits. During the time he i,s pr-r· 
fecting his invention the tm·entor, like thr- wildcatter, may ~p.·ml 

much time and money and have no income f1·orn which be can dPdnct 
his expenses. The manufacturer of a. new artlrlc may snfi<'r lo,.;!"cs 
over a long period pending tbe perfection of his munufncturing 
proccsRes and the development of his market. Neltber such inventor 
nor such manufacturer is permitted . by the Income tax Jaw to 
capitalize the prospective profits to be derived from an inwntion 
or business <l<>veloped since l\farch 1, 1!>13, anu deduct tbelr pre ent 
value from future net income for the purposes of taxn.tion. Tb<>re i • 
however, no difference in principle between the casrs alJoYe stated and 
that of tbe prospector for oil or min<'ral. 

n.isk is an incident of profit iu any business, and, as a rule, tbe 
grt>atcr the profit tlle greater the risl{ which is assumed. The funda
mental principle of the whole income tax Ia'v i tbat net profit, "from 
whatc>er source derived," shall be taxeu. The only exemptions from 
this rule nrc the discovery depletion allowed to oil-well and mine 
operators and the income derived from tax-exempt securities. 

The war emergency, ari.·ing out of the consumrJtion o! ()0,000 ba:rr<'ls 
of oil per day in excess of production, which wns pres ed as a reason 
for the enactment of th~> dlsc·overy clause, bas al:;o pa soo. The pro
unction of oil now rxceeds the demand. Tbe pre ent problem is bow 
to conserve this natural resource. 

The Presidrnt now has a conRervation committee in Wn. ·h
ington setting about to find ways and means for conserving 
our natural re. ources. 
LARGE OPERATING COliiPANIES, NOT SMALL WILDCA'l'TERS, BE:SE.l!'ICIARIES 

OF DISCOVERY EXEMPTION 

Attention hafl alrPady been called t.o the fact that tbe prof'pt'ctor 
who discovers new dcpol:llts of oil and mineral was repre cnt.ed to the 
committee of Congress as an itinerant adventurer, who wbcn be dis
covered n.n oil well or mine sold out and moved on to new fields 
(186::1). Attention bas aLc;o been called to the fact that di!':co>ery 
value fs not an allowable deduction from the profits arising out of 
the sale of an oll well or mine, lJut is deductible only from the 
income arising out of the operation of a well or mine. It tl.lus 
appears that the very class for whose relief this exemption was pro
~lded can not get tho benefit of it, and the exemption can not accom
plish its pnrpo,;e of stimulating activity by this cln. s. 

That the wildcatter, who di.:covers new oll pools, has not bren the 
real beneficiary of this exemption is shown by figures prepa.1·ed by 
the oil nnd gas section of the Incomo Tax Unit and supplied to the 
committee (18GO). 

The e figures show thnt out of 13,671 cases in which di~covery 

depletion was claimed only 35 were actual discoverers of new oil 
deposits. 

In only 35 out of 35,671 cases were they the real discoverers 
of oil. 

Of these 13,071 cases dlscoYery de-pletion had been allowed in 8,4:30 
ca,es and 5,221 cnses had not been reached for consideration by the 
oil and gas section. 

Another exn.mlnation of 200 casc.'3 made by the oil and gas !':ectton 
showed that 37.::1 per cent of tlle amount of discovery Yalue allowed 
for depletion was allowed on unproven gruund nnc..l G.!l.5 per cent to 
tho e who brought in wells in proven fields. 
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In other words, this whole act produces n result which gave 

only 37¥2 per cent of the discovery depletion to real discovery 
wealth. 

These latter case. also showed that 36.3 per c~nt of the discovery 
values involved in them were allowed to small operators and 63.7 per 
cent wns allowed to largr> operators. A note upou the table showlng 
tbc '£~ figures, mac1e by the enginl'<'r of the oil and gn • sPction who made 
the invt?sti:.::ation. RtatNI tho t "'l'he very cloRe uniiormity in the per
ccnta:;:-c;; allowed smnll operators probably rel1ec-ts c.mshlteut practice in 
the oil and ~af' sec·tlon nud also the unvut·ying operation of economic 
laws." He abo states that the ve1·y clo-;e appt·o imaUon of the per
CPntage allow<'d wildcntter·s and thoue allowed smr.ll operators "prob
ably indicate., nothing more than tbnt taking a large number of cases 
the orlg-ina1 wildcatter is gt>nerally u small operator." 

In consi.J<>ring the pPrcc>ntn.~es 11hown for these 200 en es, it must 
be bol'lle in mind thnt iu clas~ifying th so cases a wildcatter is con
sidor d to h one who br1n~s !n a WP:ll outside ot' a lGO-acrr> 1rnct 
pr•l\'en by a comrut>rclnl welL An oil pool may he, and usunlly is, 
In 'I!' enou..,.b to contain mnny timl's lf30 ncres. The real wildcatter, 
de-c: lbnd before the Ways nnd )leans omrulttce by the reopresentntive~ 
of the oil industry, and for wlw:-c uencfil thio cluuse was enacted, ls thr 
tlh;covcrcr or u new oil pool or field. Tile ruti!l in wb.ich he b s bcucfitetl 
iB iudlcll.ted by the tlrst figure:; al1ove quoted, 3:.> out of 13,071. 

:'Jr. Fny e~ timates thnt approximately :1 O.OOO,Ot'O out ol' the $:300,-
000,000, or :>% per crnt ot the annual dl'ductivnt> for di:-;covery deple
tion, llas gone to wildca lters. 

Tllat npvcnrs in the te~timony on vnge 1SN.. In other words, 
out of .'300,000,000 allowed for di~coyery depletion, $10,000,000 
goe: to the jmlh·jdunls whom Congr<.•s::> lntewlatl should haye it 
when tlley pns~ed the act. 

:Mr. SIIOUTRIDGR l\Ir. PreFi<lent--
Tll~ YICe PRESIDE~~T. Does the Senator from Michigan 

yield to the Scnntor from Cn1ifornin? 
:\Ir. COUZE ... ·s. I yield. 
... Ir. SHOllTRIDGI\l. The facts as reeitetl go rather to a 

critid:-:m of the a<.lministration of the law, <.lo they not, than 
to the true intent ancl purvose of the lnw? 

Mr. COUZE ... rs. I think not. becau e it is a difficult prob
lem; and thnt i: a Ion~ ~tory, which nppen :; in the testimony. 
I <lo 11ot thinl- the comn~ittee fm;nd so nm<"h fault with the in
terpretation of the lnw as it uiU. with the laek of uniformity 
in its npvlication. There was a luck of uniformity in it::> 
applic11 tion. 

:Mr. Pre ident. much baf4 been sniu ahont what this 2::> ]X'r 
cent which h; provided in the Finance Committee's amendment 
to tlti:' provil"ion means. 

Aft.{'r this umen<.lment wns fir:-:t sngge~t<'d in the Finnn('e 
Committee hy tlle !'l<'nior Senator from Kan··as [Mr. CunTis ], 
the nH•miJers of the inn• tigating co:nmitt<'e were a~ked, 
thr m~h :\Ir. ::\Ian~on and myKelf, to a.·c·er~ai!l whnt tllis WllUld 
re:tli.r mean, n~ fnr as they could. The conclu~ions rNtched, 
wilieh are ~·ub ·tantiate<l s•Jmewbat by tbe~e figurl:'s whidt I 
nrn nnw rea(llng, were that a 2i:i per cent allowance on gro. s in
come" meant in pructi<'e an allowance of GO per cent on net 
ineome. · in all cn.sl'::>. 

I·1 other won~,, in some caf-1 it might e ce<'d the oO per 
cent, hut according to the statute the GO ver C<'llt was the limit, 
and in no cn~e could we find where it woultl be leds than GO 
p£>r cent. so that in effect we might ns well say that the dis
cuv<•rv value allowed meuut a reduclion of 50 per cent of the 
net income in all ca. ·es. For example, w took 100 companies 

bo reported in 1!)18. I mi~ht say thnt the hurenu :mill. some 
of the corupauieR we took were not simply producing companie·, 
but that we included in the li~t some refining companies. ·we· 
do not knnw whether that is true or not, but if it is so the 
errt)r i::; entirely upon the bureau, be<'an ·e we took the com
p~aies tlwt they u::;ed in arriving at tllc average per cent paid 
in e~ce.s pmftt:; mHlf'r whut wC're called svecial as~es-;menls. 

In other wol'll:-!, in tend of hav-ing to take the whole SO per 
CC'I.'t of the maximum, if there were unusual conditions P.·ist
itJ.g in a particular taxpayer's sy::;tem or financial structnre, 
then the law permitted him to UPllly for what was calleu a 
.'l){'cial as ·f! :-ment. He mny pic1> out or the bur('au mny pick 
out u or 10 comvetitors and n veragc the percentage the com
petitor~ paid. 'I'lte particular taxpayer's p rcentage may have 
L~en ;:;;:) P"r cent of hi· profits. Hi~ competitor's tax may have 
hPen anywhere from lo to GO per ce.nt. It wa.- int('ncled by the 
la v tn cov r unu:-{uztl coiHlitions tllut mh;ht exist where a man 
in tl1e ~ume industry mi;rht have to 11ny as high as cO per cent 

hile hi~ competitor, beean.::e of a different financial structure' 
might ..,.ct uown as low as 15 or 20 per cent. ani! that would 
crt'at<• an unfait· condition fi3 l1etwe<•n compdltors. Tbet'('for 
the Con.;rcs::l vrovidcu wlmt was called a special asses"'ment, 

so that when a man thought his r'ltio was too high he applied 
to tlle bureau to be assessed under the special assessment 
provision. 

Mr. KIXG. Mr. Pre:·iident, will the ~enntor yield? 
Mr. COUZENS. I yield. 
Mr. KL ·G. If I may emphasize the statement made by the 

Senator, which was very clear, the depurtmNtt furuL·hed the 
100 companies as a standard of compari~on and ns a ba~is for 
determiuing wlwther any abnormality c. isted which would 
call for a special as~es::;ment and allow greater decluctionR or 
greatet· benelit; so if they have furni~lwd to the committeo 
un unfair (!Omparative statement n~=: a busi~, ollviously they 
must lwve been unfair in reaching the conc:luslons which they 
have reached in settling a nurnher of the en. es wh<>re it waH 
alleg<'<l that nbnormallties existed. The e01nmittee a .;;~umed 
that the officials of the department were fair, an<l I think they 
were fair, and that they adopted a fuir ha~ls for c:omparbon. 
The 100 comr1anles which they selected were undoullledl,v fuirly 
~c>le,ctt>d. antl ~here.fore the committee wn~ entirely justified in 
takrn~ for their bnsis of compnrlRon the snme comvanies which 
the d •p!trtm('llt it;·el.f bud tuk('n to dctcnuine "hetlwr there 
slwultl he l'i}Je<:lnl n~fo\e~Rments or not. 

Mr. COUZENS. I think that is entirely concct, bcr11n:-:e 
if in arriving at those comparisons tlw:v nsNl any comp:m:v 
thnt was not in an idf' tieal lmsiness, if they U::!ell nu opt'rato'r 
<~nd then use<.l n rcfiucr or ~ales agency awl took tho:->e fol' 
<·nmparutive purposes, it wns entirely ille;.;nl nn<l i:mpro11Cr, 
l>ec<m~e the law require· that they take intlusl-ries iu the HHm~ 
busine~s. If they were ~oing to arrl're at a compnrison for 
~11t.>dal a:::sses~ments in a I>roducer's ease, they shoul(l usc all 
vro1lt1L'ers for obtaining t11e rate null. not confuse it witll 
refiners. · 

In the 100 cases gross iucome from procln •tion in l!llS wns 
~286,000,000-I will not re ttl tile odd tignrcH. 'l'wenty-ftvc T>Cr 
cent of thnt, whicll is what it ~-ould l>e under the lH'JHiing 
IJlll, wns lj)7l.OOO,OOO. The net ineome c·ompnt<'tl without allow
Un<'e for deple>tion wus $7G,OOO,OOO. Fifty Jler C<'llt of that 
which was the maximum, "vas .,:~S.OCO.OOt). The dt'plt>tion nl: 
lowe l by the I11come ~'ax Unit was !318,000,000. '.rhP pN'
cent!tge of gross inconw nllowcd as <.leplction was G.:~4 pet· cent 
in those 100 caRes, ag-ain. t 2~ per t'Pllt a· Jll'fJ)>O.'Nl in ll1e hill. 
The p£>r c •ut of llE"t ineomc c01nputul without ullowan<'e for 
d('pl<'tion waR 23.0 v•r eeut. l:!howing tl1e diifercnee between nn 
nllowunce on grol'ls iu<:ome and an allowau<:c on net iuco:.ne. 
In other word~, in tho;·e cases thf' nyerage ullawanee lm~~ed on 
net income was 34.5 per cent ou the net iucome and only U.31 
on the gross income. 

For HnD we took llt) cases with n gro!'s inc·ome of f,~:l:l8,-
000,000. 2u per ceut of whi('h, as p!.'Ol10SPd m1tlcr the bill, would 
he ~S4,000,000. The l)er cont of groHs income alimYNl for clC'vle
tlon by tlle hnreau wns 5.6 per cent, or 30 PN' ct>nt o( the n!\t 
income. In 1!)20 we took 7fi comp:.mie:-;, ,,·ith a gro:,H ineome 
of .:361.000,000, 2.J p<>r eeut of which was $!10,000,000. 'l'hc net 
income, comilUtPtl without allo\\'Uil('C for d<'pletion hy the 
lmreau, was ~2B.OOO,OOO. The deplt.~tiou allowed IJy the In<"ome 
Tax Unit was $16,000,000, or 4.!3 per ('Ont of the gross ineomc 
or 3Lu per cent of the net income. 

I ask permission to haYe the tahle in:-;c•rtPcl in the RF..cono 
so as not to have to taJ·e up the time of the ::-~euntc ln re:tdiu~ 
the fi~'1lre~. I hHYe pointed out what I cow;id"r fhe high ~'{[lots 
in the report. 

The VICE PRESIDIGNT. Wlthout ol>jc<'tion, it i:-; so ordered. 
The table is n::~ follows : 

Compari801l of dt!Jilctiun nrtri(J1111 allowccl oil COIII]IOni('B tcUTt drpl(lfion 
al:utrnldc under tiWi ?'CL"C'IIIIG l;·lll 

[Discovery depletion includccl in depletion allO\ ed] 

1{)18 1019 1{)2() 'rotnl 

Numhc,r of compnnic!l _________ ]()() 115 7£\ ------·--- ·- -
Oros.q income from produetlon J$286, srl3, 4su $338,419,621 S~Ol, 121.041 !l~f\,404,147 
2~ p('r cent or gross mcome _____ $71, 715, 871 $~. 001,005 $~0, 2l.l0, 2t.IO $210, CO_l, OJ7 
Not income (computed with-

out allowanc.e for depletion)_ $70, 985, 7(}1 $66,431, 7:.!0 $50: 5!15, 303 $203, 012, 7a3 
50 per cent of net income (com-

puted without nllowaucc for 
d!lpletlon) maximum d!lplo-
tion nllowablfl undt'r )~:!tl 

bill------------------------- $!1~,492,852 ~3, 215,863 $29, 707,651 $101, 500, 300 
Depletion nllow tl by Income 

'I ax Uuit_ _____________ ------ $18, 180, 848 $18, !)58, 71)1 $tu, 381, 4Jl • 3, 52V, 000 
P r cent of gross incomo al-

lowo<l as dt>plction __ -- - ----- 6. 34 5.6 4.5 5.4 
Per <:~nt or net ineomc (com-

putod without allowance for 
depletion) allowed as dcple-tion ______________________ • - _ 23.6 28. 5 27.5 20.4 

N<:t income taxed nftcr do-
dueling dcJ,Jlction llowcd ___ $58, 700, 856 $47, 472, 91.5 $4.3,213,872 $140, 483, 073 
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C'olnparison of dcpleti(m acfttal7y allowed oil companies with depletion 

allQwable under 1926 revenue bill--Continued • 

1918 1919 1920 Total 

Net income taxable after de-
ducting depletion according 

$38, 492, 852 $33, 215, 863 $29, 797, 652 $101, 506,367 to 1926 bill.-----------------
Per cent of increase in deple-

tion allowable under 1926 
bill over depletion actually 

75.2 81.9 89.6 allowed._------------------- ll1.6 
Per cent of reduction in net 

taxnble income when deple-
tion is computed under 1926 
bill _______ ------------------ 34.5 30.0 31.5 32.1 

Mr. COUZENS. It might be safely said that the attempt of 
the Finance Committee to arrive at a percentage was a very 
admirable undertaking, because the records of the committee 
which investigated the Internal Revenue Bureau pointed out 
very clearly the difficulties involved in arriving at a value. It 
is obvious that tho e values had to be arrived at in many cases 
years after discovery was made. The law provided that the 
value must be fixed as of the time of di covery or within 30 
days thereafter, and yet it was years after that time before the 
Income Tax Unit reached the point where they could examine 
and audit the taxpayer's return. Then they had to go back 
and compute the valuation, as to which the taxpayer had the 
entire benefit of all the experience that accrued from the date 
of discovery, or 30 days thereafter, up to the time the valua
tion was actually computed. 

If the Senate is determined to allow the oil and mining in
dustry a discovery value, it is a much better proposition to 
allow them a certain per cent of net income, rather than 25 
per cent on gross income, because 80. per cent on net income 
will be as nearly as possible what the industry has been getting, 
according to our experience, rather than the 25 per cent as pro
vided in the amendment of the committee. 

Mr. SMOOT. Mr. President--
The VICE PRESIDENT. Does the Senator from Michigan 

yield to the Senator from Utah? 
Mr. COUZENS. I yield. 
Mr. SMOOT. When the question was first brought to the 

attention of the committee I spent considerable time trying to 
arrive at a fio-ure that would be just to the Government and 
just to the miner. In consultation with the miners they in
sisted that they should have 40 per cent and that nothing short 
of 40 per cent would answer. Later there was a representative 
of the Kan as oil people particularly who so insisted. 

The decision by the repre entatives of the oil people was that 
35 per cent was absolutely necessary. But taking into con
sideration the report made by the Couzens committee, together 
"'ith the information furnished by the department, which I 
think showed an average of about 37 per cent, the committee 
finally decided that they would report the 25 per cent pro
vision as hB.s been done. I really believe that that is as low 
a percentage of allowance as we ought to impose upon the in
dustry. I have come to the conclu ion that it would hardly 
be fair to make it less than that, although it is said that 20 
per cent would be sufficient. I am sure from the investigation 
I have made that if 35 per cent is not gh"en them, which is 
what they have to-day, perhaps they are entitled to 25 per cent. 
That is, my investigation leads me to that belief. 

.Mr. COUZENS. I submit anyone can pick out any number 
of cases from the great number in the bureau and arrive at 
almost any conclusion that he wants to, and yet I do not 
charge that that has been done. I mean that the results of 
our inquiry, taking the different concerns that were given to 
us by the bureau, indicate an entirely different result than was 
obtained from the 50 companies which were submitted to the 
Finance Committee. 

Mr. SMOOT. That may be true. I know that in some 
cases, particularly in the case of an oil well where there is a 
gusher and great production the first year, 25 per cent would 
not cover it at all. It does seem to me we have to arrive at 
an average omewhere. We could not enact a law that would 
recognize, as a ba is for taxation for all oil wells, anything 
that would give what the great gusher would receive under 
existing law. I do not think it is fair that we should do so. 
I do believe, however, that it is as far as we ought to g<> 
when we reduce it to 25 per cent. 

Mr. COUZENS. Does not the Senator consider it a subsidy 
to the industry to promote development? 

Mr. SMOOT. I hardly think so. It is not at-the present 
time with the 25 per cent provision. I know that in 1918 when 
we had the bill up for discussion the statement as made by 
the Senator would have been absolutely correct, that it not 

only affected oil but all the minerals that were needed so badly 
for war purposes. 'Ve have cut lt down now in the bill to 
the point where I believe there is hardly any advantage at all 
to the companies, taking them as a whole. There may be an 
advantage here and there to certain producers in small quan
tities, but there is a disadvantage to the great gusher. That is 
about the situation. So far as I am personally concerned, I 
have told all of them that I would support the 25 per cent, 
but that I could not go any higher than that. The committee 
was a unit that that was all that could be done. It is for 
that reason that I want the conuntttee amendment agreed to. 

l\lr. COUZENS. Mr. President, it seems to me that the com
mittee, rmder the pressure of the oil industry no doubt, has 
compromised on a rate lower than the industry wanted. That 
industry is vitally interested and insistent, as all industries 
are, on getting every possible advantage that it can in taxa
tion. I am not finding any fault with that, and lf the Congress 
wants to submit to that, it is for them to say; but I can not 
conceive why that industry is entitled to any concession for 
depletion any more than any other industry is entitled to a 
similar concession. 

Mr. SMOOT. The only reason, I will say to the Senator, in 
my mind is this: Every dollar that is taken out is capital. 
Take a gold mine or a copper mine, and when a vein of ore 
is discovered every dividend that is paid is not Uke a dividend 
that is paid by a going merchandising concern or a manufac
turing concern, because such concerns only pay dividends 
after keeping their capital just as it was, but in the case of a 
mine every dollar of dividend paid is capital. God Almighty 
put the ore there and nobody else can ever return it. That 1s 
why depletion is allowed to this industry and why it 1s entitled 
to the allowance. · 

1\lr. COUZENS. That is a strange philosophy to me. The 
operators go out and get new oil wells when the old wells have 
ceased to produce; and that is what this allowance is proposed 
to encourage. It seems to me that it presents a case no differ
ent than that of a man going out ~d buying more timber. 
When an individual owner exhausts his forests usually he 
goes and buys more forests; and when a man exhausts his oil 
wells he goes out and prospects for or buys more oil wells. 
These indu tries have been going on for year~ and years. 
Therefore I do not understand the philosophy of saying that 
something is being taken out of the ground that can not ba 
replaced. It may only be said it can not be replaced in_ that 
particular sp(}t, but the industry continues just the same as 
does any· other industry. 

:Mr. SMOOT. But the individual never will own that same 
oil or ore in that same spot. His capital is being taken away; 
there is not any doubt about that at all. 

Mr. COUZENS. If I buy ore to produce iron to make auto
mobiles, I am also consuming capital. 

Mr. SMOOT. But the Senator gets all that back, together 
with a profit; he is using his capital, and he does not lose a 
cent of capital unless he makes a loss in the transaction. 

Mr. COUZENS. But his capital in the original investment 
in the oil well or mine, as the ca.se may be, and he gets back 
all the capital plus a profit, as other industries get back their 
capital plus a profit. 

Mr. SMOOT. Perhaps he does; but I will say to the Senator 
now that I think it costs for the prospecting, discovery, devel
opment, and working of a mine two or three times more than 
is ever obtained fl·om the mine in dollars an.d cents in divi
dends. I think the whole history of mining in the West ever 
since it began is that the cost to the prospector, including 
the development of mines that never pay, amounts to many 
times more than the dividends that are paid by the mines. 
I have never heard it denied; I think it is absolutely true; 
and I know it is true so far as my State is concerned. 

Mr. COUZENS. It is also true of other industries. Many 
more millions of dollars have been lost in the automobile 
business over a certain period of time than were ever made 
in the automobile busines over a certain period of time. 
That is true, perhaps, over a certain period of time in the oil 
or the mining industry. 

Mr. SMOOT. Of cour e, the Senator knows more about the 
automobile business than I do, but it has been a profitable busi
ness to certain individuals I know, and so also has mining. 

Mr. COUZENS. Yes; so has mining. 
Mr. SMOOT. Yes; I so stated; but I do not think there have 

been as many dollars lost in the building of automobiles as 
there have been in undertaking to develop mines. 

Mr. COUZENS. Where is the difference, then? If some 
have been profitable and some have lost in all industries, why 
an exception in the case of this industry? 

Mr. SMOOT. The difference is in the management of the 
business. Ninety ~r cent of the failures in business-and 
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there are about 92 per cent of failures within a given time
comes from over-credit, bad management, and mistakes that are 
made by those in cha,rge of the business. I do not ca.re )low 
good a manager may be ; I do not care if he has studied all 
of the laws in the world, chemistr.Y and geology a,nd every
thing else, he can go and hunt for a mine, and he may think 
it is there, but nine times out of ten-yes ; I was going to say 
ninety-nine times out of one hundred-it is not there. I xnyself 
ha\e had a little e::rperience in that matter, I will say to the 
Senator . 

.Mr. SHIPSTEAD. 1\Ir. President, if the Senator from l'ilichi
gan will yield, in the case mentioned no tax is paid. 

Mr·. COUZENS. Not only is no tax paid, but depletion can 
be capitalized and deducted as to any property that he does 
happen to own. · 

1\Ir. SMOOT. It is depletion because capital has been taken 
instead of profits. · 

1\Ir. COUZEXS. We are not objecting to depletion; there is 
no controversy about depletion. I recognize that any capital 
that is depleted must be given credit for, but what I am ob
jecting to is crediting a value for depletion much in excess 
of what the man invests in the property. That is not done in 
any other industry; there is no record of any instance in 
which men are allowed to base depreciation or depletion on 
anything except what the property cost them. I do not object 
to that ; no one objects to that; but what I object to is this: 
If a man spends $10,000 in drilling an oil well or in drllling 
two oil wells and then makes $1,000,000 out of them, he is 
permitted to deplete on the basis of $1,000,000 instead of on 
the bases of $10,000, which he invested. 

Now, just to show the unreliability of some of the state
ments that have been made let me refer to the fact that the 
Senator from West Virginia [Mr. GoFF] read from an un
signed memorandum that was left on the desks of Senators. 
It is headed-

Memorandum ln r~ the error in section 204 (c) (2) in H. R. 1. 

It says it is an error, but no one has pointed out where the 
error is. Without taking up the time of the Senate to read it 
all, because it would be a repetition of much of what the Sena
tor from West Virginia said, I call the attention of the Senate 
to the absurdity of this statement. 

Up to 1923 approximately $12,000,000,000 were placed in the legiti
mate channels ot oil-field development and operating in the United 
States, and only seven and one-half billions of dollars returned from 
the sale of crude oil produced, leaving a deficiency of four and one
half billion dollars. 

Just think how misleading that statement is! It says noth
ing about how much is left in the wells, nor how much is yet 
invested. It seeks to draw a misleading, dishonest inference. 
It says that they have taken out $7,500,000,000 and they in
vested $12,000,000,000. Suppose then that they have $12,000,-
000,000 left. Nobody knows from this memorandum. It is the 
kind of propaganda and it is the kind of rna terial that is used 
to mislead Congress. 

.Ur. President, I do not believe it is necessary for me to 
take up any more time of the Senate in pointing out the 
unreasonableness of allowing a discovery value for these com
panies. I .call attention to the fact that out of 13,671 cases 
only 35 were "wildcatters.' If I understand correctly, the 
proponents of this bill and of this particular provision have 
abandoned the idea of allowing it to "wildcatters," which was 
the intention of Congress when it was o1·iginally proposed. 
They have abandoned the idea of allowing this discovery value 
to " wildcatters," and are going to allow it to the Standard 
Oil Co., to the Mid-Continent Oil Co., to the Gulf Oil Co., and 
other oil companies which, as everyone knows, can well afford 
to pay the 12¥.! per cent tax on their profit . That is all 
they haYe to pay. If the Senators want to exempt them, if 
they want them to save the 12% per cent, they will of course pass 
the bill as it is; but what Congress first intended to do was 
to allow the deduction to the little " wildcatter " who had spent 
nearly all his money in exploring for oil and then discovered a 
well. That was the intent of Congress, as the evidence before 
the Ways and Means Committee and the Finance Committee 
of the Senate plainly shows, and as every Senator and Rep
resentative who was on those committees at that time must 
know. That idea has now been entirely abandoned, and this 
is so profitable and advantageous to the oil industry that it is 
proposed to extend it so that not only the little " wildcatter " 
but the whole industry will get the benefit. 

I can not understand the philosophy of it all. It is a frank 
admi. sion that the Standard Oil Co., the Gulf Oil Oo., and 
other big oil companies can not pay the 12lh per cent tax on 
their profits because the investment they have does not repre
sent the value of the proi>erty ; in other words, the value of the 

property, it is assumed, is something different than the amount 
of mohey they put into it, and therefore we are going to create 
a fictitious or an upusual value and allow a depletion based 
on that value, rather than on the basis of cost, which is the 
basis used by every other industry except the oil and mining 
industries. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment to the committee amendment. 

Mr. SIMMONS. Mr. President, before the vote is taken on 
this ame.ndment I wish to make some observations, although I 
do not propose to discuss the amendment. I may say, howeYe.r, 
that so far as the amendment is concerned the committee has • 
dealt with the question very justly, very fairly, and very 
equitably. One of the most mooted questions that we have had 
in connection with all of our revenue legislation since 1916 has 
been the matter of discovery and depletion. I myself have 
examined very carefully the statistics and I have discussed 
the matter with many experts who have knowledge of the dis
covery value and the depletion value of mines, as well as of 
oil wells. I think it will not work to the disadvantage of the 
Government, and I am satisfied that it will work very much 
more justly to the operators and owners if we establish this 
arbitrary amount as the full extent of the depletion to which 
the mi,ner and the owner of oil wells shall be ('ntitled. 

However, l\Ir. President, I did not rise for the purpose of 
discussing that question. I read a few moments ago an article 
in the New York Times of to-day, in which this statement 
appears: 

Repeal of the estate tax was sanctioned by a much larger vote than 
had been hoped for-49 to 26-but the Democratic-Republican coalition, 
which had been driving the bill through the Senate with speed and 
force, went to pieces when proposals were made to take taxes off 
admissions, dues, and automobiles. Senators SIM:\IONS and HARRISON 

of the Finance Committee could not hold their fellow-Democrats in line, 
with the result that more Democrats than Republicans voted to aban
don the motor and admissions taxes. 

The first onslaught on these levies came when Senator XING of 
Utah, a Finance Committee member, who disagrees with Senator SIM
llfO~s on the bill, moved to strike out all admissions and dues taxes. 
His motion was carried by the narrow vote of &6 to 84. 

I may state here that I was one of the 36. 
Mr. President, that statement in the paper is very misleading 

a~d very erroneous. One of the propositions made by the 
mmority in the very beginning, before this bill was taken up 
by the committee, was the repeal of all admissions and dues 
taxes. In the committee the minority, as I now remember 
voted unanimously in favor of the repeal of admissions and 
dues taxes. When the matter came up in the Senate the other 
day on the motion of the Senator from Utah [1\Ir. KING] to 
reject the committee amendment, · both the Senator from Mis
sissippi [Mr. HARRISON] and myself, and every other member 
?f the minority who voted on the matter, voted as we had voted 
m the committee, to take the tax off of admissions and dues. In 
all of. the votes that the minority have cast here, with the 
exception of the Senator from Utah [Mr. KING] the members 
of the minority bave voted in the Senate just as' they voted in 
the committee. 

In the committee the members of the minority proposed 
certain reductions upon the surtaxes. When the committee 
met we offered to amend the House bill by making those 
reductions. That motion was defeated by a strict party vote 
all Republicans voting against it, all Democrats voting for it; 
and so we stood upon that question until after we entered 
into the compromise arrangement with reference to surtaxes. 

When our proposition was practically accepted by the ma
jority as to surtaxes we voted for the Hou e bill with that 
amendment on it. At the time we did that it was known to 
every. member of the committee that the majority members 
were m favor of the abolition of the inheritance tax· and when 
that was reached in the committee we all voted fo~ the aboli
tion of the inheritance tax except the Senator from Utah 
[Mr. KING], without any previous agreement about it, simply 
because we believed in that principle. 

With reference to everything else that has been before the 
Senate tJ;at was before the committee, the minority members 
of the Frnance Committee have taken the same position b(:lre 
that they took in the committee, and have voted that way. 

The Senate will recall that some days ago, when we had up 
the amendment of the committee to increase the tax on cor
porations from 12¥2 to 13¥::! per cent, I stated to the committee 
that I had opposed this increa e in committee and that 1 pro
posed to oppose it upon the :floor of the Senate with all the 
might and vigor that I had. I did oppose it and we came 
within three votes, I think, of defeating it. When the automo
bile tax came up 1n the committee, the committee proposed to 
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put a tax upon trucks. The minority members of the com- ' Mr. NEELY. Mt:. President, before the vote ls taken, I make 
mittee voted unanimously against that proposition. When the the point of no quorum. 
matter of adopting that committee amendment was reached The VICE PRESIDENT. The Secretary will call the roll. 
yesterday the Senator from Utah [Mr. KING] made an objec- . The Chief Clerk called the roll, and the following Senators 
tion to it. If he had not done it, I should have done it; and answered to their names: 
when the vote was taken upon the question of agreeing to the Ashurst Fess La Fol1ette 
committee's amendment upon trucks, I voted against it. I Bayard Fletcher McKellar Sackett 

Sheppard 
SWpstead 
Shortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Stephens 
Swanson 
Trammell 
Tyson · 
Walsh 
Warren 
Watson 
Weller 
Willis 

voted to take off that tax, and every member of the minority Blease Frazier McLean 
on the Finance Committee voted to take it off. ~~~~ron g;~~~e ~f~tf::;er 

When the question of the tax on automobiles came up, the Broussard Gillett Metcalf 

~!~e :~:!d!~P;~n~.ke 'i~e di~x n~~ "if
0 :~t~:~~·;s. 1 

I v~:g ~~~c~e~on 8!~ng ~~~:ck 
stated here day before yesterday, in a colloquy which I had Capper Hale Norris 
with the Senator from Wisconsin [Mr. LENROOT], that I was 8~~~~~~d tf~~~f~d ~~~ie 
in favor of taking the tax off of trucks and off of automobiles, Cummins Harrison O"\'erman 
and that I was opposed to raising the tax upon corporations. Deneen Heflin Pepper 
I had already made my fight against the latter, and I stated ~~lie fo~!;~1Wash. ~p~~ps 
that I intended to vote against the former, too. Edwards Kendrick Ransdell 

So, Mr. President, what has happened is that the minority J.'ernald Keyes - Reed, Pa. 
members of the Finance Committee have stood by the com- Ferris King Robinson, Ind. 
mittee's action in those particulars in which they agreed to Mr. JONES of Washington. I desire to state that the Sena
the committee's action in the committee, and the minority tor from Kansas [Mr. CuRTLS] is necessarily absent on account 
members of the Finance Committee have opposed and are of his health. He is paired for the rest of the day, as I under
going to continue to oppose those things adopted by the com- stand, with the junior Senator from Michigan [Mr. FERRIS]. 
mittee which we did not agree to in committee. We have The VICE PRESIDENT. Seventy-four Senators having an
reached now the matters that we did not agree to, and there- swered to their names, a quorum is pre ent. The question is 
fore I am in hearty sympathy and was in hearty sympathy, on ag1·eeing to the amendment offered by the Senator from 
and so were my associates of the minority, with the position West Virginia to the committee amendment. 
taken by the Senator from Utah [Mr. KING] with reference The amendment to the amendment was rejected. 
to the corporation tax and with reference to automobiles and The VICE PRESIDENT. The question is upon agreeing to 
with reference to trucks and with reference to admissions the amendment as amended. 
and dues. . Mr. SMOOT. I send the following amendment to the desk. 

I have made this statement, Mr. President, because I find The VICE PRESIDENT. The clerk will state the amend-
that there is some confusion about it, especially in the press ment. 
_gallery. The CHIEF CLERK. On page 22, line 5, after the word 

The VICE PRESIDENT. The question is upon the amend- " value " and the period, insert: 
ment offered by the Senator fi·om West Virginia [Mr. GoFF] 
to the amendment of the committee. 

Mr. REED of Pennsylvania. Mr. President, may the amend
ment be stated? 

The VICE PRESIDENT. The Secretary will state the 
amendment to the amendment. 

The CHIEF CLERK. On page 22, at the e;nd of line 16, before 
the period and after the word "paragraph," it is proposed to 
insert a colon and the following proviso: 

Provided, however, That when the operating expenses of a property 
are less than 35 per cent of the gro~ income from the property during 
the taxable year, the allowance for depletion shall be 35 per cent of 
such gross income; and where the operating expenses of a property are 
le s than 25 per cent of its gross income, the allowance for depletion 
shall be 40 per cent of such gross "income. Such :illowance shall not 
exceed 50 per cent of the net income of the taxpayer (computed with
out allowance for depletion) from the property, except that in no case 
shall the depletion allowance be less than it would be if computed 
without reference to this paragraph. 

Mr. SMOOT. Mr. President, do I understand that the 
amendment is offered to follow the word "paragraph," in line 
16, page 22? 

The VICE PRESIDENT. It is. 
Mr. SMOOT. I will say to the Senator from West Virginia 

that the amendment ought to be a sub. titute for paragraph 
(2), beginning on line 9, down to and including line 16. It 
simply provides 35 per cent instead of 25 per cent. It is almost 
word for word the same as paragraph (2). 

l\Ir. HARRELD. I do not believe that it is subject to that 
construction. 

Mr. SMOOT. This is the first time I have heard it. · I 
was ca1led out of the Chamber. 

Mr. HARRELD. I do not believe that the Senator will find 
that that is the proper construction of it. 

Mr. SMOOT. If the Senator from Oklahoma desires to 
speak in the meantime, I will look at the amendment. 

Mr. SIUMONS. 1\fr. President, if the Senator will pardon 
me, I should like to state that while I voted for 25 per cent, 
I should have been willing to allow a little bit more than that; 
but after conference with Senators who come from the mining 
sections and the oil sections of the country I became satisfied 
that it was impossible to get a larger deduction than 25 per 
cent. I think 25 per cent is fairly just, although I should 
have been willing to let it go a little bit higher. 

Mr. SMOOT. I think myself it is a little low, but I believe 
it will work out in the end all right. 

I find that the Senator from Oklahoma is correct in his 
construction. 

Discoveries shall include minerals in commercial quantities con
tained within a vein or bed discovered in an exi ting mine or mining 
tract by the taxpayer after February 3, 1913, if the vein or bed thus 
discovered was not merely the extension of a continuing vein or bed 
already known to exist, and if the discovered minerals are of sufficient 
value and quantity that they could be separately mined and marketed 
at a profit. 

Mr. S~IOOT. The Senate to-day struck out lines 5 to 8, and 
this is to take the place of the matter stricken out. 

The VICE PRESIDENT. Lines 5, 6, 7, and 8 have already 
been stricken out on motion of the Senator from Florida [Mr. 
FLETCHER]. 

Mr. S~fOOT. I move this as an amendment to the amend
ment. 

Mr. REED of Pennsylvania. This morning, when those Jines 
were stricken out, I made the statement that the Treasury 
was opposed to the matter contained in the lines stricken out 
on the motion of the Senator from Florida. I am a<lvised 
that the same objection doe not obtain to the amenument now 
offered by the Senator from Utah, and it is satisfactory to all 
concerned. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by t~e Senator from Utah to the com
mittee amendment. 

The amendment to the amendment was ag1·eed to. 
The VICE PRESIDENT. The question is on agreeing to the 

amendment as amended. 
Mr. NEELY. Mr. President, I move to amend the bill by 

st1·iking out the figures " 25," in line 10, on page 22, and insert
ing in lieu thereof the figures "35." 

The object of this amendment is to effectuate the purpose of 
the amendment offered by my colleague [Mr. GOFF], which has 
just been voted down. 

The chairman of the Committee on Finance admitted on the 
floor a few moments ago that he believed a 25 per cent deple
tion allowance in the case of oil and gas wells to be in "ufficient. 
The ranking minority member of the committee, the Senator 
from Nortp. Carolina [Mr. SIMMONS], just stated that in his 
opinion an allowance of 25 per cent" is not quite adequate. 

The 25 "per cent is thoroughly satisfactory to the multi
millionaire operators, because their production is what is termed 
"settled production." They suffer little depletion. But every 
independent operator in West Virginia, Pennsylvania, Texas, 
Indiana, Louisiana, and California knows that the life of his 
business demands more than a 2.5 per cent depletion allowance. 

I implore the Senate to give the "wildcat' ' operator and 
the courageous explorer a chance. They hazard all tlleir 
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capital every day and all day long. Neither their taxes nor 
their burdens should be increased. 

But since the 25 per cent depletion allowance provided by 
the bill is less than the average depletion heretofore allowed 
by the Bureau of Internal Revenue, the effect of the bill, if 
passed in its present form, will be to increase the taxes of 
every independent oil and gas company in the country, and 
to put many of them entirely out of business. 

I ask for justice for these independent concerns, and on my 
amendment I demand the ayes and noes. 

Mr. SIMMONS. Let me say to the Senator that I did say 
that 25 per cent was a little low, but there was a great deal 
of evidence that it was sufficient. Thirty-five per cent, how
ever, I think is too high. 

Mr. NEELY. · Will the Senator yield for a question? 
Mr. SIMMONS. Yes. . 
Mr. NEELY. The Senator states that there was evidence 

that 35 per cent was too high--
Mr. SIMMONS. No; I said I thought 35 per cent was too 

high. 
Mr. NEELY. And that 25 per cent is too low. I grant that 

some of the operators who appeared before the committee 
agreed to the 25 per cent provision, ~mt it was because of. the 
fact that the attitude of the committee led them to believe 
that if they did not accept 25 per cent they would get nothing, 
and consequently be ruined. 

Mr. SIMMONS. I suggest to the Senator that if he would 
change it to 30 per cent I would be strongly disposed to sup
port the amendment. 

Mr. NEELY. I hope my 35 per cent amendment will carry. 
But if it should unfortunately fail, I shall then offer another 
amendment, based upon the suggestion of my distinguished 
friend from North Carolina [Mr. SIMMONS]. Mr. President, I 
now demand a vote on my proposed amendment. 

Mr. HARRELD. Mr. President, in support of the motion 
of the Senator from West Virginia, I want to call attention 
again to the fact that the Senator from Pennsylvania gave 
some figures a while ago showing that depletion was allowed 
to the little men in 1918 amounting to 32 per cent on gross 
inc()me from oil, 41.75 per cent in 1919, 37 per cent in 1920, 
56.21 per cent in 1921, 62.39 per cent in 1922, and 51.85 per 
cent in 1923. That was an average of 46.86 per cent for the 
six years. If that does not justify the increase from 25 to 35 
per cent, I do not see ho' - it could be justified. 

Mr. REED of Pennsylvania. Mr. President, I think it is 
only fair to say that the figures given for those last three 
years are the figures claimed by the oil operators themselves. 
In the first three years the figures were 32 per cent, 41 per 
cent, and 37 per cent. For the last three years, of which the 
returns have not been audited, the claims of the oil men are 
filed in their returns, and in those returns they have asked for 
deductions amounting to 56 per cent, 62 per cent, and 61 per 
cent. 

Mr. SMOOT. I want to say also that some of the claims 

Mr. HOWELL (when his name was called). I have a pair 
with the Senator from Kentucky [Mr. ERNST], and in his ab
sence I am compeJled to withhold my vote. 

Mr. KING (when his name was called). I have a general 
pair upon this measure with the Senator from Colorado [Mr. 
PHIPPS]. I transfer that pair to the Senator from Mississippi 
[Mr. STEPHENS] and vote "nay." 

Mr. McLEAN (when his name was called). In the absence 
of my pair, the Senator from Virginia [Mr. GLASS], I withhold 
my vote. If I were at liberty to vote, I would vote "nay." 

Mr. SWANSON (when his name was called). I have a pair 
with the senior Senator from Illinois [Mr. McKINLEY]. I 
transfer that pair to the senior Senator from Arizona [Mr. 
AsHURST] and vote "yea." 

Mr. BLEASE. I have a pair with the Senator from Missouri 
·[Mr. WILLIAMs]. I do not know how he would vote on this 
particular matter, so I withhold my vote. If I were permitted 
to vote, I would vote " yea." 

1\Ir. FERRIS. As I stated, I have a pair with the senior 
Senator from Kansas [Mr. CURTIS]. I transfer that pair to 
the Senator from New Jersey [Mr. EDWARDS] and vote "yea." 

Mr. COPELAND. The junior Senator from New Jersey 
[Mr. EDWARDS] is unavoidably absent. If he were present, he 
would vote "yea." 

Mr. REED of Pennsylvania. I wish to announce that the 
senior Senator from New York [Mr. WADS' ORTH] is neces~ 
sarily absent. If present, he would vote "nay." 

Mr. KING (after having voted in the negative). Since an
noll)lcing the transfer of my pair, the Senator from Mississippi 
[Mr. STEPHENS], to whom I transferred it, has entered the 
Chamber and voted. I therefore transfer my pair with th~ 
Senator from Colorado [Mr. PHIPPS] to the Senator from :Mis
souri [Mr. REED] and allow my vote to stand. 

Mr. WALSH. My colleague [Mr. 'WHEELER] is absent on 
account of illness. He is paired with the senior Senator· from 
Vermont [Mr. GREENEL 

Mr. McLEAN. I find I can transfer my pair to the Senator 
from Minnesota [Mr. ScHALL], which I do, and vote " nay." 

Mr. NORRIS. I wish to announce that the senior Senator 
from California [Mr. JoHNSON] is unavoidably detained frOif 
the Senate. He is paired with the senior Senator from Arkan:.. 
sas (Mr. RoBINSON]. 

Mr. JONES of Washi.ngton. I wish to announce the follow
ing pairs: 

The Senator from Connecticut [Mr. BINGHAM] with the Sena
tor from Nevada [Mr. PITTMAN]; and 

The Senator from Colorado. [Mr. 1\IEANS] with the Senator 
from Texas [Mr. MAYFIELD]. 

Mr. SHEPPARD. I desire to announc~ that my colleague 
[Mr. MAYFIELD] is detained from the Senate on account of 
illness. I will let this announcement stand for the day. 

The result was announced-yeas 31, nays 32, as follows: 
YEAS-31 

made by the operators themselves showed a discrepancy be- Bratton 
tween what they would pay under existing law· and what they ~roussard 
would pay under the Senate committee amendment. They took c!~Pe:~n 
it for granted they were going to have the full 50 per cent, and I Copeland 
perhaps when their returns were audited they would not get ~~neen 
more than 25 or 30. So that would hardly be a fair com- Feff~s 

George 
Gerry 
Goff 
Harreld 
Harris 
Harrison 
Heflin 
Kendrick 

Keyes 
Neely 
Oddle 
Overman 
Pine 
Ransdell 
Sackett 
Sheppard 

Shortridge 
Simmons 
Smith 
Stephens 
Swanson 
Tyson 
Weller 

pari son. 
Mr. REED of Pennsylvania. Another thing that is worth 

considering in connection with these claims of the oil operators 
is that in some of the leases there was a variation in their own 
claims of their own returns, running from 30 cents to $1.09. 

Mr. COUZENS. That is correct. 
Mr. REED of Pennsylvania. That shows how much they 

themselves are apart in their estimates. 
Mr. HARRELD. I merely want to say that, leaving out the 

last three years and taking only the first three years, of the 
figures the Senator from Pennsylvania gave. the general aver
age is over 40 per cent, which still justifies this amendment 
making the figure 35 per cent. 

Mr. NEELY. I ask for the yeas and nays on my amendment 
to the amendment. 

The yeas and nays were ordered, and the Chief Clerk pro-
ceeded to call the roll. . 

Mr. FERRIS (when his name was called). I have a pair 
with the senior Senator from Kansas [Mr. CURTis]. In his 
absence I withhold my vote. 

Mr. FLETCHER (wht-n his name was called). I have a gen
eral pair with the junior Senator from Delaware [Mr. DUPoNT]. 
I under·tand that if the Senator from Delaware were present 
he would vote "nay," and if I were permitted to vote, I would 
vote "yea." I therefore withhold my vote. 

Bayard 
Borah 
Bruce 
Butler 
Couzens 
Cummins 
Dill 
Fess 

NAYS-32 
Frazier l\Iett'aU 
Gillett Moses 
Hale Norbeck 
Jones, Wash. Not·ris 
King Nye 
La t;'ollette Pepper 
McLean need, Pa. 
McMaster Robinson, Ind. 

NOT VOTING-33 

.Ashurst Ernst Lenroot 
Bingham Fernald McKellar 
Blease Fletcher McKinley 
Brookhart Glass McNary 
Caraway Gooding Mayfield 
Curtis Greene l\Ieans 
Dale Howell Phipps 
duPont Johnson l'ittman 
Edwards Jones, N.Mex. Reed, .Mo. 

Shipstead 
~moot 
Stanfield 
Trammell 
Walsh 
Warren 
Watson 
Willis 

Robinson, Ark . 
Schall 
Underwoorl 
Wadsworth 
Wbeelet· 
Willlalll!3 

So Mr. NEELY's amendment to the amendment was rejected. 
Mr. HARRELD obtained the floor. 
Mr. NEELY. I now offer another amendment. 
The VICE PRESIDENT. The Senator from Oklahoma has 

the floor. 
1\Ir. HARRELD. I move to amend the committee amend

ment by striking out, in line 10, on page 22, the numerals "25 " 
and inserting in lieu thereof "30." 
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Mr. 1\~ELY. That is · what I was about to do, and is what 

I said a few moments ago I would do if the amendment first 
offered was rejected. 

The VICE PRESIDENT. The question is on the amend
ment offered by the Senator from Oklahoma. · 

Mr. KING. Mr. President, the closeness of the vote just 
taken would seem to indicate that . there exists a strong senti
ment in the Senate in favor of conferring spec·ial favors on the 
oil producers and the oil companies in the United States. 
Undoubtedly the legislation, beginning with 1918, which has 
dealt with the oil industry, has been most discriminatory and 
highly favorable to that industry. Under one of the statutes 
the oil producers of the United States were enabled to avoid 
paying taxes to the United States, or at least to avoid paying 
just and fair taxes. Under the pretext of &ncouraging pro
duction the act of 1918 was passed, which was so advantageous 
to those engaged in the oil industry. It was contended when 
this legislation was enacted ~at encouragemP.nt was necessary 
to the wildcatter in order that the needs of the Government 
and the people might be satisfied. 

It is obvious that no legislation of such character, or any 
legi lation, was needed to induce the expend~ture of time .and 
money for the discovery of oil :fields. But 1t bas transpued 
that the wildcatter, so eulled, bas not been the principal 
beneficiary of the legislation enacted by Congres;-; affecting the 
oil industry. 

The wildcatters, if they were persons of limited means, 
derived but little profit from their efforts aml their hazards. 
The wells which they found were speedily absorbed by the 
o-reat oil companies of the United States, and these companies 
;ere enabled under the legislation referred to, to secure bene
fits, advantages, and favors which resulted tn the Government 
being deprived of legitimate revenue. 

An examination of the returns made by oil producers and 
oil companies to the Internal Revenue Bureau support the · 
contention which I am making. The investigation made by 
the special committee of the Senate, charged with the duty to 
investigate the Internal Revenue Bureau, incontestably estab
lished the fact that the oil companies of the United States 
have deprived the Government of tens of millions of dollars 
of taxes. In my opinion, the deductions which have been 
allowed by the Government under claims of the oil companies 
for discovery depletion, costs, capital expenditures, deprecia
tion and so forth, can not be justified. The enormous profits 
made in this industry and by many companies and producers 
~ave not yielded to the Government a fair and just return. 

No other indu try or business has been so favored in the 
matter of taxation as has the oil industry. It is not my pur
pose to examine the law and the rulings of the Treasury De
partment and the claims made by the oil companies which 
have resulted in this gross favoritism, this indefensible dis
crimination, and this loss to the Government of revenues which 
amounts, in my opinion, to hundreds of millions of dollars. The 
amendment before us will, in my opinion, prove more favor
able to the oil industry than the present law. No wonder the 
oil interests are back of this amendment and determined that 
it shall be enacted into law. 

Notwithstanding the present statute allows them enormous 
deductions and advantages and absolves them from paying a 
just tax to the Government, the tendered amendment will 
further protect them and so operate as to absolve many pro
ducers from paying any tax whatever. The passage of this 
amendment will be received with g!'eat joy by the oil companies 
of the United States. 

I can not understand this great solicitude for the Standard 
Oil Co., . the Shell Co., the Sinclair Co., and the other ·great 
organizations, whose annual profits are many hundreds of mil
lions of dollars. 

Mr. President, under the guise of simplifying the law we 
are asked to further legislate in the interest of those who have 
made millions in the oil :fields of the United States. Every 
industry and every taxpayer should be treated fairly; there 
should be no inequities and no favoritism. I am afraid we 
are blinded because of the power and the bigness of great 
corporations and sometimes deal unjustly with the people. 
Those who in-vest capital in acquiring oil lands and in driving 
wells should have proper deductions and should have a return 
on their capital before they are called upon to pay taxes to the 
Federal Government. They are entitled to the application of 
the same principles which govern in determining invested capi
tal, losses, depreciation, and so forth, in other lines of indus
try. It may be that because of the peculiar hazards in driving 
wells there should be an additional allowance or deduction. 
But the proposition before us go·es far beyo.nd any reasonable 
or fair limits, and is a concession to a profitable industry de
nied to other industries aAd not wananted by any co~dit~ons Qf 

which we have knowledge growing out of or connected with oil 
production. 

Mr. President, Senators are anxious to dispose of this . ques
tion and I shall not detain them longer. I hope that the 
amendment will be defeated. 

Mr. HARRELD. Mr. President, for reasons best known to 
myself I withdraw the amendment which I have just offered. 

Mr. NEELY. I renew my motion to amend the committee 
amendment on page 22, in line 10, by striking out the numerals 
"25" and inserting in lieu thereof the numerals "30." 

The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 22, line 10, the Senator from 

West Virginia moves to amend the committee amendment by 
striking out the numerals "25" and inserting in lieu thereof 
the numerals "30," so as to read: 

(2) In the case of oil and gas wells the allowance for depletion 
shall be 30 per cent of the gross income from the property dming the 
taxable year. Such allowance shall not exceed 50 per cent of the 
net income of the taxpayer (computed without allowance for deple
tion) from the property, except that in no case shall the depletion 
allowance be less than it would be it computed without reference to 
this paragraph. 

Mr. KING. Let us have the yeas and nays. 
The yeas and nays were ordered, and the Chief Clerk pro

ceeded to call the roll. 
.Mr. FERRIS (when his name was called). · I have a pair 

with the senior Senator from Kansas [Mr. CURTIS]. I transfer 
that pair to the junior Senator from New Jersey [1\Ir. Eo
WARDS] and vote "yea." 

Mr. FLETCHER (when his name was called). Making the 
same announcement as on the last vote, I withhold my vote. 

1\Ir. NORRIS (when Mr. JoHNSON's name was called). I 
desire to announce that the Senator from California [Mr. JOHN
soN] is unavoidably detained from the Senate. He is paired 
with the senior Senator from Arkansas [Mr. RoBINSON]. 

Mr. KING (when his name was called). I have a general 
pair upon this question with the Senator from Colorado [Mr. 
PHIPPS]. I transfer that pair to the senior Senator from :Mis
souri [Mr. REED] and vote "nay." 

1\Ir. McLEA....~. Transferring my pair as on the previous vote, 
I vote" nay." 

Mr. SWANSON. Malting the same announcement that I did 
on the previous vote I vote " yea." 

The roll call was concluded. . 
Mr. JONES of Washington. I wish to announce that the 

Senator from Connecticut [Mr. BINGHAM] is paired with the 
Senator from Nevada [Mr. PrTT:!IfAN], and that the Senator 
from Colorado [Mr. MEANs] is ''paired with the Senator from 
Texas [Mr. MAYFIELD]. 

Mr. BLEASE. Making the same announcement as befote 
with reference to my pair with the junior Senator from Mis
souri [Mr. WILLI.AMs] I withhold my vote. If I were at lib
erty to vote I would vote "yea." 

Mr. COPELAND. The junior Senator from New Jersey [Mr. 
EnwARos] is necessarily absent. If be were present be would 
vote " yea." • 

Mr. SACKETT. The senior Senator from Kentucky [Mr. 
ERNST] is unavoidably absent. If he were present be would 
vote "yea." 

The result was announced-yeas 35, nays 29, as follows: 

Bratton 
Broussard 
Capper 
Copeland 
Deneen 
Edge 
Ferris 
George 
Gerry 

Bayard 
Borah 
Bruce 
Butler 
Cameron 
Couzens 
Cummins 
Dill 

Goff 
Harreld 
Harris 
H:arrison 
Heflin 
Kendrick 
Keyes 
Moses 
Neely 

YE.AS-35 
Oddie 
Overman 
Pepper 
Pine 
Ransdell 
Robinson, Ind. 
Sackett 
Sheppard 
Shortridge 

- N.AYS-29 
Fess McLean 
Frazier McMaster 
Gillett McNary 
Hale Metcalf 
Jones, Wash. Norbeck 
King Norris 
La li~onette Nye 
McKellar Reed, Pa. 

NOT VOTING-32 

Simmons 
Smith 
Stephens 
Swanson 
Tyson 
Walsh 
Watson 
Weller 

Shipstead 
Smoot 
Stanfield 
Warren 
WHiis 

Ashurst Edwards Johnson Reed, Mo. 
Bingham Ernst Jones, N.Mex. Robinson, Ark. 
Blease Fernald Lenroot Schall 
Brookhart Fletcher McKinley Trammell 
Caraway Glas Mayfield Underwood 
Curtis Gooding Means Wadsworth 
DaJe Greene Phipps Wheeler 
duPont Howell Pittman Williams 

So Mr. Nmy's amendment to the amendment was agreed to. 
Mr. KING. I desire to give notice that I shall ask for a 

separate vote on this question in the Senate. 
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The VICE PRESIDENT. The question is upon agreeing to 

the committee amendment as amended. 
:Mr. NORRIS. I think we ought to have the yeas and nays 

on that, and I call for the yeas and nays. 
The yeas and nays were oruered, and the Chief Clerk pro-

ceeded to call the roll. 
Mr. FERRIS (when his name was called). I have a pair 

with the Senator from Kansas [Mr. CURTIS]. I transfer that 
pair to the junior Senator from New Jersey [Mr. EDWARDS] 
and vote" yea." 

1\lr. FLETCHER (when his name was called). I have a 
general pair with the Senator from Delaware [Mr. nu PoNT]. 
I transfer that pair to my colleague, the junior Senator from 
Florida [Mr. TRAMMELL], and vote "yea." 

Mr. KING (when his name was called). I have a pair upon 
thi question with the senior Senator from Colorado [Mr. 
PHIPPS]. Kot knowing how he would vote if present, I with
hold my vote. 

Mr. SWANSON (when his name was called). Making the 
same announcement as on the previous vote relative to my 
pair and its transfer, I vote "yea." 

Mr. REED of Pennsylvania (when Mr. WADSWORTH's name 
was called). I am asked to state that the senior Senator from 
New York [l'rlr. WADS WORTH] is unavoidably absent, and that 
if present would vote "yea." 

The roll call was concluded. 
Mr. JONES of Washington. I desire to announce that the 

Senator from California [Mr. JoHNSON] is necessarily absent 
and is paired with the senior Senator from Arkansas [Mr. 
RoBINSON]. I also desire to announce that if the senior Sen
ator from Kansas [Mr. CURTIS] were present, he would vote 
"yea." 

I am also requested to announce the following pairs: 
The Senator from Connecticut [Mr. BINGHAM] with the Sen

ator from Nevada [Mr. PITTMAN]; and 
The Senator from Colorado [Mr. 1\IEANS] with the Senator 

from Texas [1\Ir. MAYFIELD]. 
1\Ir. COPELAND. The junjor Senator from New Jersey [Mr. 

EDWARDS] is unavoidably ab~ent. If present, he would vote 
"yea." 

Mr. BLEASE. 1\Iaking the same announcement as before, I 
withhold my vote. 

l\Ir. BROOKHART. I have a pair with the junior_ Senator 
from Arkansas [1\Ir. CARAWAY]. If permitted to vote, I should 
vote "nay." 

1\Ir. HARRISON. I wish to announce that the junior Sen
ator from Wyoming [Mr. KENDRICK] is necessarily absent, and 
that if present, he would note "yea." 

The result was announced-yeas 48, nays 13, as follows: 

Bratton 
Broussard 
Bruce 
Butler 
Cameron 
Capper 
Copeland 
DPnN'n 
Edge 
F £> rris 
F'ess 
Fletcher 

Rayard 
Couz"'ns 
Dill 
Frazier 

George 
Gerry 
Gillett 
Goff 
Hale 
Harreld 
Harris 
Hat·rison 
Heflin 
Jones, Wash. 
Keyes 
McLean 

La Follette 
McKellar 
McMaster 

YEAS-48 
l\fetcal! 
Moses 
Neely 
Oddie 
Overman 
Pepper 
Pine 
Raqsdell 
Reed, Pa. 
Robinson, Ind. 
Sackett 
Sheppard 

NAYS-13 
McNary 
Noeb"Ck 
Norris 

NOT VOTING-35 
Ashurst duPont Jones, N. MeL 
Hingham J~dwards Kendrick 
Bl('ase Ernst King 
Rornh Fernald Lenroot 
Bt·ookhart Gla. s McKinley 
C11raway Gooding Mayfield 
Cummins Gr£>ene Means 
Cm·tis Howell Phipps 
Dale Johnson Pittman 

Shortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Stephens 
Swanson 
Tyson 
Warren 
Watson 
Weller 
Willis 

Nye 
Reed, Mo. 
Shipstead 

Robinson, Ark. 
Schall 
'l'rammell 
Undeewood 
Wadsworth 
Walsh 
Wheeler 
Williams 

So the committee amendment as amended was agreed to. 
Mr. S"l100T. I ask that the committee amendment, on page 

23, line 23, be now agreed to, the Senate having agreed to the 
amendment relative to depletion on page 19. The amendment 
is made necessary by the change which we have made in 
the law. 

The VICE PRESIDENT. Without objection, the amend
ment is agreed to. 

l\Ir. Sl\IOOT. Mr. President, on page 260 is the alcohol_ tax 
pronsion, which I desire to bring up at this time. 

The VICE PRESIDENT. The Secretary will state the 
amendment proposed by the Committee on Finance. 

The CHIEF CLERK. Under the subhead "Title IX.-Tax on 
distilled spirits and cereal beve·rages, tax on distilled spirits," 

on page 260, after line 9, the Committee on Finance propose 
to strike out: 

SEC. 600. (a) There shall be levied and collected on all distilled 
spirits now in bond or that have been or that may be hereafter pro
duced in or imported into the United States, in lien of the lntern:ll 
revenue taxes now imposed thereon by law, an internal revenue tax 
at the following rates, to be paid by the distiller or importer when 
withdrawn, and collected under the provisions of existing law. 

(1) Until January 1, 1927, $2.20 on each proof gallon or willi! gal
lon when below proof and a proportionate tax at a like rate on all 
fractional parts of such proof or wine gallon; 

(2) On and after January 1, 1927, and until January 1, 1928, $1.65 
on each proof gallon or wine gallon when below proof and a propor
tionate tax at a like rate on all fractional parts of such proof or wine 
gallon; and 

(3) On and after January 1, 1928, $1.10 on each proof gallon or 
wine gallon when below proof and a proportionate tax at a like rate 
on all fractional parts of such proof or wine gallon. 

And in lieu thereof to insert: 
" SEC. 600. (a) (1) There shall be levied and collected on all dis

tilled spirits now in bond or that have been or that may be hereafter 
produced in or imported into the United States, in lieu of the int ernal
revenue taxes now imposed thereon by law, an internal-revenue tax of 
$2.20 on each proof gallon or wine gallon when below proof and a 
proportionate tax at a like rate on all fractional parts of such proof 
or wine gallon, to be paid by the distiller or importer when withdrawn, 
and collected under the provisions of existing law. 

Ur. SMOOT. Mr. President, the majority of the Finance 
Committee have instructed me when this item was reached for 
consideration to say that the committee desired to recede from 
its amendment so that the tax imposed upon alcohol will be that 
as provided by the House of Representatives. The estimates 
show a loss of revenue under the House provision for this year 
of $4,000,000 and for next year of $8,000,000; but I think 
that there is a mistake in the estimates, because, as the House 
provision reads, there would be no loss for the year 1926. The 
first reduction begins in 1927. Following this year, however, 
there would be a loss of $8,000,000. . 

All I care about is to have the Senate vote upon the ques
tion. I have decided that, so far as I am concerned, I will 
vote to reject the Senate committee amendment, but over $100,-
000,000 having been taken out of the bill last night, I do not 
feel that I can vote for any reduction hereafter. I think, Mr. 
President, I will merely ask the Senate to vote on the question. 

Mr. SMITH. Mr. President, let me ask the Senator a ques
tion. The tax under the old law was $4 a gallon, was it not? 

Mr. Sl\!OOT. No; it was $2.20. 
Mr. SMITH. What is the figure that the Senate committee 

proposes in lieu of the $1.65 tax as provided by the House? 
Mr. SMOOT. Under the House provision there is a gradual 

reduction from $2.20 to $1.10, which was the rate before the 
'Vorld ·war. The House, however, does not make that reduc
tion in one step. It makes a step from $2.20 to $1.65, and then 
from $1.65 to $1.10. As the question is now, if the Senate shall 
disagree to the committee amendment the House provision 
will stand. 

l\fr. SIMMONS. Mr. President, I under tood the Senator 
from Utah to say that the Finance Committee bud reque ·ted 
him to ask tpat the Senate recede from the amendment"! 

l\Ir. S~IOOT. I did. 
l\Ir. SIMMONS. If the committee recedes from it, then there 

is no amendment. 
Mr. Sl\IOOT. I am merely asking now that a vote be taken 

on it. 
Mr. REED of Missouri. What is the p1·esent tax? 
Mr. SMOOT. It is $2.20 a gallon. 
Mr. REED of Missouri. And the committee is now propos

ing to leave it at that rate? 
Mr. SMOOT. The amendment of the Committee on Finance 

proposes to leave it at $2.20, but if we di agree to the com
mittee amendment, then the House provision will prevail. 

Mr. SMITH. Why should we disagree to the committee 
amendment! What is the reason? 

l\Ir. SMOOT. Because we will thereby be reducing a tax. 
Mr. SMITH. Is the rate in the Senate committee amend

ment lower than in the House provision? 
Mr. SMOOT. No; the rate in the Senate committee amend

ment is higher than in the House provision. The committee 
amendment makes no reduction whatever in the tax on alcohol, 
while the House provision does make a reduction. 

Mr. SMITH. I -understand. 
Mr. HEFLIN. Let us vote now on the committee amend

ment. 

I 
t . 
' 
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Mr. REED of Pennsylvania. Mr. President, I do not agree 

with the Senator from Utah. I think the amendment pro
po. ed by the Finance Committee is wise. 

Mr. SMOOT. I did not say that it was not. 
l\Ir. REED of Penn ylvania. Perhaps I misunderstood the 

Senator. However, I do not agree with those Members who 
wish to rescind the action of the Finance Committee. They 
are giving away 8,000,000 a year in revenue, and there is no 
reason in the world for doing so. The pre ent tax is $2.20. 
The Finance Committee decided to hold the tax at its present 
level and not to reduce it. Since that time there has been a 
perfect storm of letters coming to all the Senators here, and 
many telegrams, most of them, if not all of them, inspired by 
manufacturers of a few proprietary medicines, who frankly 
admit when they are cornered that they do not intend to re
duce the price of their medicines to the public. 

It is not going to make any difference to the person who 
goes to the drug store to get a prescription filled; it is not 
going to make any difference to the person w.ho goes to the 
drug store to buy a proprietary medicine. The beneficiaries 
of the reduction made by the House are, first, the manufac
turers of patent medicines; and, second, the people who would 
use that alcohol illegally in the preparation of synthetic 
liquors. · 

Mr. McKELLAR. l\fr. President, will the Senator yield? 
The PRESIDI~G OFFICER (Mr. Oonm in the chair). 

Does the Senator from Pennsylvania yield to the Senator from 
Tennessee? 

Mr. REED of Pennsylvania. I do not yield the :floor ; I 
yield for a question. 

:Mr. McKELLAR. Ur. President, I ju t want to say to the 
Senator that he stated that it would make no difference in the 
price. Fifty-three thousand retail druggists, represented by 
the National Association of Retail Druggists and State and 
county pharmaceutical druggists' associations, ·all on record in 
favor of the reduction, have stated, through their national 
president and general counsel, that the price of prescription 
products will be lowered to the consumer from 10 to 30 per 
cent; and that was shown in the House hearings. 

Mr. REED of Penn. ylvania. Now I should like to take up 
that statement. 

Probably there is no medicine on the shelYes of the drug 
stores that contains a larger percentaue of pure grain alcohol 
than sweet spirits of niter. It runs from 92 to 95 per cent 
grain alcohoL If anything were going to be benefited by the 
reduction, that would be. An ounce of that sells at retail for 
20 cents. 

The statement has been made frequently-! have heard it 
over and over again-that if we will put in the reduction 
adopted by the House sweet spirits of niter will sell for 15 
cents instead of 20 cents an ounce. The fact is that the tax 
on an ounce of pure alcohol-assuming that the sweet spirits 
of niter were all alcohol, 100 per cent-the whole tax on that 
is about 3~ cents, and the House reduction, which will take 
effact after two years, would amount to 1 o/s cents, obviously 
making impossible the 5-cent reduction that these people talk 
about. 

Then they go on and argue that we use great quantities of 
iodine in our homes, and that this is a tax on iodine, and that 
:we are keeping up the price of iQdine to the poor people who 
buy it at the drug store, when the fact is that iodine is made 
of a specially denatured alcohol and they do not use any of this 
tax-paid alcohol in tincture of iodine. 

The same thing is true of the rubbing alcohols that are sold. 
They will not be cheapened one penny's worth by this action, 
because those are specially denatured and they pay no tax. 

So that the propaganda that we have been getting in such 
quantities, I want to assure the Senate, proves on investigation 
to be false. About 90 per cent of it is false, and the Senate 
ought not to be misled by it. 

Mr. LA FOLLETTE. Mr. President, will the Senator yield 
for a question? 

Mr. REED of Penn ylvania. I am glad to yield. 
Mr. LA FOLLETTE. How does the Senator from Pennsyl

vania interpret the testimony of Mr. Sailer, speaking for the 
American Drug Manufacturers' Association, before the House 
committee, when he said he thought "there would be a reduc
tion of 20 to 25 per cent in the selling price to the trade of all 
our alcoholic pharmaceuticals"? 

:Mr. REED of Pennsylvania. It is not possible. It is posi
tively impossible. The Senator from Utah, I know, will bear 
me out in that. Whether he is for or against the amendment, 
I know he will agree with me on that. 

M1·. LA FOLLETTE. This man appeared before the com
mittee and was speah'ing for the American Drug Manufac
turers' Association. Of course, it is true that he was appear-

ing In opposition to the amendment; but under cross-examina
tion, as I read his testimony, ne admitted that the reduction 
in tax would cause a 20 to 25 per cent reduction in the cost to 
the trade. Of course, he could not state whether or not the 

. retailers would pass on the reduction, but he was speaking of 
selling these preparations to the trade, and stated that the 
reduction would be from 20 to 25 per cent on the alcoholic 
pharmaceuticals. 

Mr. REED of Pennsylvania. I think that is a gross exag-
geration. 

Mr. SMOOT. It may be true as to Peruna. 
Mr. LA FOLLETTE. No; Mr. President--
Air. SMOOT. I want to say to the Senator that I have a 

letter-! have not it here or I should be glad to read it-from 
a druggist in a city of 15,000 people, and there are four drug 
stores 1~ that city. He says in that letter to me that during 
the year 1925 those four drug stores used 4 gallons of alcohol 
in their prescriptions-1 galloo to each store, on the average
and he is interested in some of the drug stores himself. 

Mr. LA FOLLETTE. Mr. President, if the Senator from 
Pennsylvania will be kind enough to yield further--
. Mr. REED of Pennsylvania. I am glad to yield. 

Mr. LA FOLLETTE. This gentleman, Mr. Saller, was not 
representing the pharmacists, as I under tand ; he was repre
senting the American Drug Manufacturers' As ·ociation. That 
is, I assume that he was repre enting tho. e who are engaged 
in the business of manufacturing drugs and other preparations 
to be sold to the drug stores, where they are then retailed. I 
do not want to trespass on the Senator's time. 

Mr. REED of Pennsylvania. I am glad to have the Senator 
make his statement. 

Mr. LA FOLLETTE. This gentleman, of course, was arguing 
against a reduction in the tax, on the ground that a reduction 
in the tax would bring about a reduction in the price of the 
goods, and that they had large stocks on hand and would, 
therefore, suffer a loss ; but he says : 

With a list of between five and six hundrffi alcoholic preparations, 
of which we have to carry tremendous stocks-and some of those 
goods have to be made at certain times of the year on account of the 
particular drug involved-and with our branch houses, of which we 
have quite a number scattered all over the United States, where we 
carry stocks, there is a shrinkage right away, and we must sell those 
goods. 

That is, proyided the tax should be reduced. 
Our competition will force the reduction. You can depend on them 

t<> do that. 
We will have immediately to begin selling those goods manufactured 

at the higher cost at lower prices and be subjected to the entire loss 
and more than the entire loss of the amount of alcohol that went into 
them. 

Prior to that he had stated that, in his judgment, the reduc
tion on these alcoholic pharmaceuticals would be from 20 to 25 
per cent. I was just offering that as some evidence that there 
would be a reduction in the price of these products to the 
consumer. 

Mr. REED of Pennsylvania. Undoubtedly at wholesale there 
will be some reduction in those products that contain a very 
large percentage of alcohol. It is conceivable that a gallon 
of sweet spirits of niter will sell cheaper to the druggist than 
it does now, but I think I have shown that the consumer, the 
ultimate user of that medicine, cn.n not possibly get the benefit 
of it, because the reduction is so slight. The House bill takes 
care of the particular trade disadvantage that those people 
called attention to in the hearings, because it postpones the 
reduction and lets them work off their stock in trade. Their 
objection is not based on that, but they are still very strongly 
opposed to the reduction. 

Mr. LA FOLLETTE. Of course I was not presenting that 
as an argument against the reduction provided by the House. 
It seems to me that it should be made. I was simply offering 
it as perhaps evidence tending to show that there might be 
some reduction in the cost of these products to the consumer. 

Mr. REED of Pennsylvania. There will be a slight reduction, 
undoubtedly, to the drug trade, but the ultimate consumer will 
not get the benefit of it. 

Now, just one word more about the effect of reducing the tax 
on grain alcohol. 

Mr. WILLIS. 1\Ir. President, before the Senator starts on 
that portion of the question, I want to be sure that I under
stood his statement as to the financial effect of this amend
ment. What does he think it would be for the next year? 

Mr. REED of Pennsylvania. In the calendar year of 1926 
it will have no effect on the price, but it will have a very 
marked effect otherwise, because there will lx: no more tax· 
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paid alcohol taken out during the balance of this year. Nat
urally, nobody is going to take out alcohol and pay the tax on it 
if after the 1st of next January it is going to be possible to do 
it at 55 cents less. 

1\Ir. " 'ILLIS. In other words, under the terms of the House 
bill the change, if any, is to be gradual? 

l\Ir. REED of Pennsylvania. The change in rate takes effect 
on the 1st of next January, and then on the 1st of the following 
January. The effect will show from the moment that this bill 
b<'comes law, because nobody will take out any alcohol and pay 
the full tax on it unless he knowns he can use it this year. 

Now, about the use that will be made of it. 
It is obYious that as you make grain alcohol cheaper you 

make the operations of the bootlegger easier. It is obvious 
tha t the present shift that a bootlegger is driven to resort to in 
redistilling denah1red alcohol is an impediment to his business. 
It is argued, and I think with force, that as you make grain 
alcohol cheaper you bring it within the reach of people who 
will use it illegally. They do "not now, because it costs so 
much with all this heavy tax on it; but if you reduce the tax, 
you will bring in new fields of consumption for that class of 
alcohol. . 

l\Ir. S~IOOT. I call for the yeas and nays on the amend
ment. 

1\Ir. HARRISON. :Mr. President, people rich and poor have 
received some benefits from this bill. We have adopted here 
reductions on automobiles, trucks, admissions and dues, and 
various other things ; but here is a proposition in which the 
little drug stores throughout the country say they can reduce 
the price of medicines to the poor and needy of this land if a 
reduction is made in the tax on alcohol. 

It would seem to me that we are doing a very little thing 
even by adopting the House provision, which does not reduce 
the taxes this year at all, but leaves them as they are and only 
begins reduction in a small way the first of the year 1927, 
and then makes a further reduction the next year, to reduce 
the taxes to the pre-war basis. That is all that the House 
has done. It takes two years to do it. 

The drug stores throughout the country say that if this tax 
is reduced they will be able to get alcohol somewhat cheaper; 
they will be able to make up their little tinctures, and sell 
them to the people who need them, cheaper than they can now. 
The only people, so far as I have seen, who oppo e this propo
sition are some of the big wholesale drug houses of the country 
that want to furnish to the little drug stores the medicines 
already prepared. 

I hope, therefore, · that the House proposition will be adopted. 
Mr. COPELAl-1-n. Mr. President, it seems to me absurd to 

drag the bootlegger into this discussion. From what I have 
heard of the bootlegger, he does not care how much the alco
hol costs ; he will only put another dollar on the quart. Here, 
however, is a matter which bas to do with the welfare of every 
family. 

With reference to the J:lroprietary medicines, about which the 
Senator from Pennsylvania spoke, only a very small amount of 
alcohol goes into them. They contain only from 5 to 15 per 
cent of alcohol. On the other hand, prescriptions-what the 
druggists call pharmaceuticals--<!ontain a very considerable 
amount of alcohol, from 40 to 60 per cent. Furthermore, flavor
ing extracts, used in every home, could not be made without 
alcohol. They consist of alcohol to the extent of 75 to 85 per 
cent. So we are dealing here with a matter which has no 
moral significance, a thing not related in any way whatsoever 
to the question of beverage liquor. We are dealing wholly 
with a question which has to do with the compounding of 
medicines for the curing of people. 

Mr. President, it seems to me that where we have given 
consideration to people who have ·riches, and have reduced 
taxes all down the line, we might give some consideration to 
the poor mother and father who go around the corner to buy 
some medicine. 

I hope that the amendment of our committee will be voted 
down. 

:Mr. SMITH. Mr. President, may I ask the Senator a 
question? I want to ask him as a professional man, one 
whose profession deals with medicine, as a doctor, whether 
he really believes that the reduction proposed here will mate
rially cheapen the medicines that are essential in ordinary use 
at drug stores? 

1\Ir. COPELAND. 1\Ir. President, I have no question tbat 
what we are proposing will reduce the expense of these medi
cines. I do not think it will be tremendously great ; it may not 
be material in that sense; but when you have a sick baby 
in the house, and have only a dollar to pay the doctor and 
30 cents to buy the mewcine, it makes a lot of difference 
whether the medicine costs 30 or 35 cents. 

Mr. SMITH. That is the very point I want to know about
whether the Senator thinks it will be sufficiently reduced for 
the 80 c2nts to answer the purpose, where without this reduc
tion in tax it would not answer the purpose? 

Mr. COPELAND. I do think so. 
Mr. NYE. Mr. President, will the Senator yield? 
Mr. COPELAND. I yield. 
Mr. NYE. In connection with the question asked by the Sen

ator from South Carolina, I, too, had been given to doubt 
whether this tax reduction would be made to revert to the 
people eventually the consumers of these products. A num
ber of days ago, in answer to the appeal and petition of the 
Druggists' Association of my own State, I dispatched a letter 
inquiring of them whether they thought that the reduction 
would be made to revert to the people. In response to that let
ter I have this telegram, under date of February 8: 

FA.RGO, N. DAK., February 8, 19£8. 
Hon. GEMLD P. NY:m, 

Un ited Stat es Senate, Washington, D. 0.: 
A tax reduction on m-edicnl alcohol would without question revert 

directly to the advantage of the consuming public, inasmuch as there 
is bound to be a decided lowering of co t on the individual constituents 
of medicnl preparations of all kinds, thereby bringing household reme
di~s and medical preparations within reach of people of moderate 
means. 

W. F. Sunao, Secrctm·y. 

I am ready to assert that the people will get the &dvantage 
of that reduction. 

Mr. BROUSSARD. 1\Ir. President, may I ask the Senator 
from Pennsylvania whether this tax applies to all alcohol 
before released? 

l\Ir. REED of Pennsylvania. Oh, no. 
l\lr. BROUSSARD. Suppose some alcohol is wanted which, 

under the regulations of the department, must be denatured. 
Would the tax be imposed? 

1\Ir. RIDED of Pennsylvania. No; this tax would not be im-
posed on alcohol intended for denaturing. 

Mr. BROUSSARD. I merely wanted to understand that 
feature of it before I submitted a few observations to the 
Senate. 

I have from my State letters from several wholesale drug
gists. The largest favor the $2.20 b!x, and their competitors, 
who do a little smaller business, seem to want the reduction. 
The Louisiana State Pharmaceuticai Association has passed 
very strong resolutions, which I do not care to read here, but 
which convinced me that there is some benefit to be derived 
from accepting the Hou e provision. 

I wish to call attention, in additon, to the fact that the 
$1.10 tax, which I think will become effective in three years, 
is the pre-war rate. We ought to go back to the pre-war 
basis on that proposition. 

I think the Senator from Pennsylvania is not taking into 
consideration a fact called to our attention by the Senator 
from New York that, whether the tax be $2.20 or $1.10, it 
will not interfere with the business of the bootleggers. We 
might, for the purposes here, absolutely disregard them, be
cause, if the tax were $5, they could still continue tl1eir 
business. We. certainly will not stop them by imposing a tax 
of $2.20. 

We must not anticipate and assume that this alcohol will 
be diverted to illegal purposes. We are expending plenty 
of money to keep it in legitimate channels, in which it may 
legally be used, and we must not assume it will be divert~d. 

The pre-war rate of $1.10, I think, is ample. We should 
some time or other get back to pre-war rates in all taxes, and 
there is no reason why we should disagree with the House 
on that, who have already decided to make reductions, so 
that on January 1, 1928, the rate will be $1.10. 

When we say that a reduction of the cost of the materials 
that enter into medicines that are kept on a shelf of the drug 
stores in some places, and in the general stores in the coun
try, will not be affected by a reduction of the price of this 
alcohol we are denying practically what is generally accepted 
to be a fact, and in these days of active competition in bust· 
ness that is bound to be reflected in the price to the consumer, 
to those who have to buy medicines and drugs and articles 
in the manufacture of which this alcohol is used. They are 
bound to receive the benefit which the House intended they 
should receive. 

Mr. LA FOLLETTE. Mr. President, I do not want to detain 
the Senate in discussing this matter ; but in view of the 
remarks of the Senator from Pennsylvania that a reduction 
in the tax on alcohol to the pre-war rate would encourage the 
bootlegger, I desire to direct the attention of Senators to the 
statement which Gen. Lincoln 0. Andrews, Assistant Secretary 

f 



1926 CONGRESSIONAL RECORD-SENATE 3781 
of the Trea ury, in charge of prohibition enforcement, made 
~efore the House Committee on Ways and Means. I quote 
part of his testimony. He said: 

We feel in the ProhibHion Unit that the high tax on pure alcohol 
makes so wide a spread between the cost of pure alcohol to the legiti
mate user and the illegitimate competitor in the manufacture of 
products in which alcohol goes, such as perfumeries, proprietary medi
cines, and so on, that 1t actually encourages the illegitimate user to 
enter the field. 

In answer to questions General Andrews further stated: 
I said I thought that a reasonable reduction in the tax on pure 

alcohol would decrease the wjde spread between what the legitimate 
dealer pays for his alcohol and the illegitimate dealer, who gets his 
alcohol from the bootie"' industry. And by reducing that wide spread 
you would put the legitimate manufacturer of medicines and per
fumes in a position where he could more easily compete with the 
illegitimate user and manufacturer, who uses the manufacture of these 
articles as a cover for getting alcohol to turn into the bootlegging 
liquor traffic. 

Mr. TREADWAY. Briefly, your position 1s that the tax on pure alcohol 
should be materially reduced, so far as the matter of prohibition is 
~oncerned? 

Mr. A!\"DREws. Yes. sir. 

With regard to whether or not any of this reduction in tax 
will reach the ultimate con umer, I want to call attention to 
a statement made by l\Ir. J. M. George, of Winona, Minn., 
repre enting the Inter. tate Manufacturing Association, which, 
I understand, is composed of manufacturers of medicines, 
flavoring extracts, perfumes, and toilet articles. Mr. George 
said: 

1t has been said by those opposing elimination, apparently in all 
seriousness-and you will no doubt bear it again to-day-that the 
elimination of this 1,000 per cent ad valorem tax will not be reflected 
1n the price of alcohol products to the consumer. I am here to say to 
you positively that our companies. will not only reflect it· but will 
actually pass it all right down to the consumer. and in some instances 
more than the amount of the resulting eliminated cost of manufacture 
will be passed on to him. 

I might say that when the tax went on we passed 1t to the con
sumer also. 

The amount of this reduction to the consumer will naturally be deter
mined by the percentage of alcohol present in the product. When the 
amount of the tax represented by the alcohol ln one particular package 
1s 25 cents the retail price of that package will be reduced 25 cents 
when the tax 1s eliminated. · 

The alcohol tax itself represents from 25 down to 5 per cent of the 
retail price of our various alcoholic preparations, and those percent
ages as they apply to each product will be the percentage of consumer 
price reduction when the tax is eliminated. 

To-day our large-size lemon extracts bring from the consumer $L25 
to $1.50 per bottle. 'I'he cost of the alcohol in each bottle is slightly 
over 25 cents. Tax removal will result in a retail price of $1 on this 
article. Our 45-cent sizes will drop to 35 cents, which is a 23 pe:r 
cent 1·eduction. 

Tbat statement was made before the Ways and Means Com
mittee of the House, and appears in the· hearings on page 1048. 

I realize that the Senate is anxious to vote on this matter, 
and I shall not take any more time upon it; but I hope the 
committee amendment will not be agTeed to. 

Mr. McKELLAR. Mr. Pte ident, proprietary medicines are 
looked upon as the poor people's medicines. They will unques
tionably be reduced in pxice if this tax is reduced. If that does 
not apply to this kind of a tax, to what should it apply? Why 
should we reduce other taxes? Why is it that the reduction 
of other taxes will make for prosperity, but when it comes to 
reducing a tax on those things which are used by the poorer 
classes of people, it is said, "Oh, it makes no di:l!erence. They 
pay as much, ju t the same." 

I do not subscribe to that doctrine. I think this tax should 
be reduced in the same measw·e that we are reducing taxes 
upon other people, and for that reason I shall support the mo
tion to strike the tax out. 

So far as the bootleggers are concerned, I do not think that 
has any application. Why should the bootlegger pay any tax 
on this alcohol when he can buy denatured alcohol, and, by a 
process that costs about 10 cents a gallon, ply his trade just 
as before? I do not think there is any question of prohibition 
in it. 

I have uniformly voted for every prohibition measure. I do 
not suppose anyone has more uniformly than I supported prO
hibition. If I thought it was the question of prohibition, I 
would be found on the other side, but I believe it will be a 

matter of justice if we• vote this relief for those who use pro
prietary medicines, flavoring extracts, and ·everything of the 
sort. · 

The PRESIDING OFFICER. The question is on agreeing to 
the committee amendment. 

The amendment was rejected. 
-Mr. SMITH. Mr. President, may I inquire of the Senator in 

charge of the bill how many more committee amendments are 
yet to be acted on? 

Mr. SMOOT. There is one further amendment that the com
mittee wants to act on, and then one clarifying amendment. 

Mr. WILLIS. I desire to inquire of the Senator from Utah 
what his program is for to-night. Does he intend to finish with 
the committee amendments and then take up indindual amend
ments? 

Mr. SMOOT. Yes; we will take up the individual amend
ments just as soon as we are through with the committee 
amendments. 

Mr. REED of Pennsylvania. Mr. President, I send to the 
desk an amendment which I o:l!er. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The CHIEF CLERK. On page 332, line 3, strike out after the 
word " to " through the word " tax " in line 6, and insert in 
lieu thereof the words " the taxes paid," so as to read: 

Smc. 1204. (a) Where prior to the effective date of the repeal of 
subdivison (2) of section 600 of the revenue act of 1924 any article 
subject to the tax impo ed by such subdivision has been sold by the 
manufacturer, producer, or importer, and is on such date held by a 
dealer and intended for sale, there shall be refunded to the mant1fac
turer, producer, or importer an amount equal to the taxes paid in 
respect of such article. 

Mr. REED of Pennsylvania. Tbe purpose is to make the 
provision on page 332 regarding refunds correspond with the 
action of the Senate last night in striking out the automobile 
tax. This is just a companion amendment that goes with the 
action of the Senate last night. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment. 

The amendment was agreed to. 
Mr. SMOOT. 1\Ir. President, in behalf of the Senator from 

Washington [Mr. JoNES] I send to the desk an amendment, 
which I ask may be stated. 

The PRESIDING OFFICER. The Clerk will state the 
amendment. 
- The CHIEF CLERK. On pages 47 and 48, in lieu of the part 
stricken out beginning in line 22 on page 47 and down to and 
including line 3 on page 48, insert the following : 

In the case of an individual citizen of the United States, a bona 
fide nonresident for more than six months during the taxable year, 
amounts derived and received from business conducted without the 
United States. 

:Mr. Sl\IOO'.r. I expected the Senator from Washington 
would be bere, but he is temporarily absent. There is no ob
jection to the amendment It simply means that if an Ameri
can citizen is engaged in busine s in a foreign country for a 
period of six months or more, he is treated the same as an 
American living in this. country and not as a foreigner. It 
affects all our commercial agents abroad who go to get 
business. 

Mr. McKELLAR. Does it affect any of the employees of the 
Government? 

Mr. S~IOOT. It does, as well as individual citizens. Some
times their occupations keep them abroad for nine montbs of 
the year. We simply say that if they are out of the United 
States for six month , then they are to be treated the same as 
if they lived in a foreign country all the time. There is no 
possible objection to it. 

The PRESIDING OFFICER. The question is on the amend-
ment to the amendment. 

The amendment to the amendment was agreed to. 
The amendment as amended was agreed to. 
Mr. JONES of Washington subsequently said: 
Mr. President, in connection with the amendment adopted 

on page 47, _ with reference to Americans doing business abroad, 
I ask unanimous consent to have printed in the REcoRD a state
ment by Richard P. Momsen, the president of the American 
Chamber of Commerce in Brazil. I ask that it may appear in 
th~ RECORD just following the adoption of the amendment. 
I do this so that the conferees will hnve this information. It is 
a very fine statement with reference to this question. 

There being no objection, the matter was ordered to be 
printed in the REcoRD, as follows : 
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AMERICANS ABROAD AND THE INCOME TAX 

[By Richard P. Momsen, president of the American Chamoor of Com· 
merce for Brazil] 

At this moment the people of this country are awaiting the final 
outcome of the revenue bill, now pending before Congress, with much 
interest; public opinion is centered upon the main issues of this le~s
latlon, the increase of deductions, the reduction of surtaxes, the aboli· 
tion of publicity surrounding returns, the elimination of the estate 
tax, and other important provisions of the bill. And quite naturally 
these same subjects are those upon which the interest and attention 
of individual Senat()rs and Congressmen is centered, because their 
constituencies are vitally concerned with these issues. But there is 
a special class of Americans who are deeply interested in a particular 
section of the bill; those few thousands of Americans who reside in 
f()reign lands, the great majority of whom are engaged in the promo
tion of American trade. 

Since the inception o( the original law levying an income tax in 
the United States, Americans residing abroad and deriving their in
come in foreign lands, have felt that our Government has been unjustly 
imposing this tax upon them. Sporadic attempts were made to correct 
this situation; a test case was tried, but the Supreme Court decided 
that Congress bas the power to tax our citizens irrespective of the 
place of their residence. The only other alternative remedy, therefore, 
lies within the power of Congress. During the last revision of the 
1nccme tax law several years ago, a provision for the relief of Ameri
cans abroad was almost enacted, but was defeated in the Senate. 

When thP. proposition for revision was revived, due to the tre
mendous surpluses which the Government has been accumulating and 
it became evident that taxes would be reduced, Americans individu
ally and collectively abroad, commenced again to try and convince 
Congress of their situation. 

HOUSE GRANTS PARTIAL RELIEF 

During the bearings before the Ways and Means Committee of the 
House in October and November of last year the committee heard 
the arguments of Mr. 0. K. Davis, secretary of the Natioaal Foreign 
Trac.le Council, a nonpartisan and nonpolitical organization engaged 
in the .vromotion of our foreign trade. .As a result of the information 
and suggestions imparted by Mr. Davis, togethe.r with other organiza
tlons such as the Chamber of Commerce of the United States, 
the National Association of Manufa.cturers, the American Manufac
turers' Export Association, and others, the committee included the 
following exemption in the blll which it presented to the House: 

" In the case of an individual citizen of the United States, amounts 
received as salary or commission for the sale for export from the 
United States of tangible personal property produced in the United 
States, in respect of such sales made while he is actually employed 
outside of the United States, if so employed for more than six months 
dul'ing the taxable year." (Par. 14, sec. 213, b.) 

The provision was adopted by the House. 
SENATE COMMITTEE STRIKES OUT HOUSE PROVISION 

When the revenue bill came before the Finance Committee of the 
Senate the provision cited above was stricken out, with the following 
comment: 

"The committee sees no reason for such an exemption, inasmuch ll.S 

a citizen so employed abroad, if required to pay any income tax to the 
foreign country on his salary, receives a credlt against his United 
States tax of the amount of tn.x paid to the foreign country." 

Although the House provision for exemption did not go far enough, 
according to the opinion expressed by various American chambers of 
commerce abroad, the Senate, instead of amplifying the exemption, 
eliminated it completely. 

Having been delegated by the American Chamber of Commerce for 
Br·azil and the American Chamber of Commerce of Cuba, establlshed hl 
Rio de Janeiro and Habana, respectively, to express the views of Ameri
cans resident and doing business 1n those countrie.'l, it seems to mo 
that our Congress requires further information on the subject, which 
I am glad to give. 

While it is true that Americans residing abroad are permitted t'l 
credit against their American tax the amount of their foreign income 
tax, this only covers income or p_xcess-profits taxes of foreign Govern
ments. Most countries levy a great variety of business and other 
taxes which are entirely unknown or unheard of in the United States. 

These tuxes, which are not "income taxes" and consequently can 
not be applied as a credit against the American tax, in some countries 
are levied in lieu of income taxes, and in others make up a great 
part of the taxes imposed. As a result, the present partial " exemp
tion " in the form of a reduction is to a great extent of no value. 
In countries where the income tax imposed is greater than that in 
the United States, it would seem that the relief we desire is not 
nt-cess:uy. But there is perhaps only one country which levies a 
higher income tax than the United States. In other countries an 
income tax lowe1· tban that of the United States is imposed. Brazil, 
where I have residl'd for the greater part of the last 13 years, is in 
that category. An income tax was inaugurated there several rears 

ago, and whUe there is a tendency to · increase the rates, they are 
still far less than those of this country. There are, however, a multi
tude of other taxes which are imposed upon business and professional 
men, which, if added to the income tax, would probably make the 
total a greater burden than our taxes in this country. Every business 
man in Brazil, for illustration, has to pay a municipal business tax 
which in many classifications runs into thousands of dollars per 
year; he must pay a tax on every sign on his place of business or 
elsewhere; he pays an ad valorem stamp tax on every sale he makes; 
he pays a stamp tax on every draft, note, or other document he 
issues or accepts ; each time he buys a piece of real estate he pays 
more than 8 per cent of the value in transfer taxes; the cities also 
exact the payment of sanitary and a multitude of other taxes on 
business in every form. 

To the Federal Government he pays a fixed tax known as the indus
trial and profession tax, depending upon the kind of busine~s or pro
fession in which he is engaged; he also pays the Federal Government 
another tax under the same heading which varies between 10 and 20 
per cent of the rent or rental value of the pr·emises he occupies. If 
be has a bookkeeper, the bookkeeper pays a separate tax, and likewise 
he pays another tax if he represents a corporation. His commercial 
books must all be registered and each page pays a small tax ; if he 
engages passage on a steamer to return to the United States, his ticket 
pays a tax. And the partial list indicated above is entirely separate 
and distinct from the Brazilian income tax. And yet the American 
in Brazll, who is compelled to pay these taxes, can not credit them 
against his American income tax. 

It is therefore plainly to be seen that the reason given by the Senate 
committee as the basis of its decision was undoubtedly reached with
out a full knowledge of the facts as seen by a foreign resident 
familiar with the situation on the ground. In other countries where 
there is no income tax at all and burdensome taxation is levied in 
other forms the situation is still worse, because there the American 
must pay not only his full American income tax but a parallel tax, 
although it may contain a thousand different labels, to the foreign 
government as well. 

UNITED STATES POSITION ISOLATED 

One o! the arguments we have been using is that the United States 
is the only country in the world which imposes a t-ax on its foreign
resident citizens upon their incomes del'ived from abroad. No one can 
deny but that the United States can adopt its own policies of taxation, 
but the point we are making is that other countries-England, France, 
Germany, Japan, and every other one of our competitors-have recog
nized the wisdom of giving their nationals abroad every opportunity or 
competing on equality with the citizens of other nations. It must be 
obvious that the American trading is at a disadvantage when ~ompared 
with his competitor, who pays no tribute to any Government other 
than to the country in which he is established. To illustrate the situa
tion, take an American and a national of another country competing 
for business in Brazil; examine the array of taxes which each of them 
have to pay there; and then impose on the American the United States 
income tax besides. Is his disadvantage not obvious? No question of 
patriotism or devotion to his country is involved; it becomes a question 
of business competition under tremendous handicaps ; it is discourag
ing ; it i.s killing American business abroad. 

Is it not self-evident that those European countries which are suffer
ing from financial strangulation would levy taxes on their nationals 
abroad if they thought it would be good policy? Of course they would. 
But they are keen traders; they have been in the foreign field for many 
centuries; they see into the future; they give their citizens every moral 
and governmental encouragement and assistance. 

OU~ FOREIGN TRADE NEEDS SUPPORT 

The United States is a newcomer in foreign trade as compared with 
European countries ; our foreign trade needs every support we can 
give it. American factories are to-day depenucnt upon overseas 
markets, and when periods of depression fall upon us in the future, as 
they inevitably must, our foreign trade will help fill the gap and keep 
American capital and labor occupied. Each day competition is becom
ing more acute, and we are handicapped with high labor costs, our 
money at par, and a lack of Americans to take care of our business in 
foreign fields. 

If has been stated that the exemption we desire would cause an ex
odus of .Americans from this country. No fear, because one of the 
greatest difficulties American companies and firms encounter in their 
foreign trade is to induce Americans to go into foreign fields and to 
remain there a sufficient time to enable them to become of real value 
to their employers and to our foreign trade in general. 

One can travel to almost any country and find American firms with 
European managers and other employees in executive positions. Ex
perience has proven that American interests in the hands of Americans 
are more adequately protected than when intrusted to nationals of 
competing countries. American citizens established In business abroad 
or ·conducting American business are performing valuable services for 
this country in finding a market for our goods, maintaining a !avorabht 
trade balance, and upholding our prestige abroad. 
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· The tendency or our national legislation toward our fureign trade 
bas been and is to promote it, but there i~ no other proposition 
which merits as much consideration and attention as does the present 
issue surrounding our income tax us applied to our citizens resident 
abroad. 

" EXPATRIATES " SHOULD NOT BE EXEMPT 

It has been stated that the exemption proposed would open the door 
to a fairly large number of Americans who have transferred their for
tunes abroad, who maintain their citizenship nominally but who seek 
to escape taxation under our laws. 

The organizations I represent, and I am certain that this is the 
consensus of opinion of American chambers of commerce the world 
over, are not asking for ex.emption of these so-called "expatriates." 

· We desire exemption for the American who is a bona fide foreign resi
dent and who is engaged in the pursuit of some legitimate business, 
profes ion, or other occupation. Such distinction is, after all, a mere 
question of so wording the exemption clause to exclude those who are 
not entitled to receive its benefits. Limiting the exemption to " earned 
income," if not too narrowly defined, would prove an adequate pro
tection against any wholesale departure of capital from this country 
into foreign enterprises if it is desirable to avoid it. 

THE COST OF LIVING ABROAD 

It is contended that Americans in many foreign countries can live 
more cheaply than they do here. Tqe general costs of living in cer
tain counh·ies are cited to prove this. The argument does not hold 
in most instances, however, because the American living abroad (the 
average American who is engaged in a business, a profession, or who 
is a paid employee) requires a standard of living approximating that 
to which he has been accustomed here. 

In some countries it can not be had at any price; in others tha 
comforts which to-day are necessities here are luxuries abroad. Con
sequently, although the general cost of living to the native of a 
particular country may be lower than the average here, this does 
not imply that an American can thrive under similar conditions nor 
live as he has been accustomed to without incurring large extra ex
penses. The high standard of living in this country, the innumerable 
luxuries of yesterday which are necessities t<H!ay, all make it 
difficult and costly for the American abroad to give his family the 
environment which it would enjoy here. 

A~fERICA.NS A.S PERMANE:'fT FOREIGN RESIDE:'fTS 

Contrary to general belief in this country, Americans who go 
abroad for business and similar purposes almost invariably return 
to the United States here to perq1anently reside. In most cases 
Americans consider it a sacrifice to live abroad and the novelty soon 
wears o1I. An examination of the consular records of our principal 
foreign colonies would no doubt show a great shifting population with 
a notation "Returned to United States perman<VItlY" in most in·· 
stances. After five years of residence in almost any foreign com
munity one becomes known as "an old timer." The absence of the 
many comforts of life, the lack of sanitation in certain communities 
and other unhealthy conditions, the inadequacy of educational facili· 
ties in others, the difficulty of mastering toreign languages, the im
possibility of harmonizing with the customs of foreign peoples, the 
disappointments in business ventures-these are but a few of the 
many motives which contribute to the early return of so many 
Americans to this country after a comparatively brief foreign residence. 

Suppose an American has resided abroad over a period of years and 
then wishes to return here. What is the situation which confronts 
him? He is entirely out of touch with conditions in this country and 
he bas lost the thread of success in our ever-changing American life. 
He can not compete with the man who has stayed here, identified him
self in a particular community, and has risen through the ranks of a 
business, profession, or other occupation. 

This means tha~ Americans residing abroad for a period of years 
must accumulate or endeavor to accumulate sufficient means to enable 
them to subsist when they return here to permanently reside. Conse
quently they prefer their investments in this country, and thus these 
accumulations immediately or eventually return here for permanent 
capital employment. 

Mr. SMOOT. That completes all the committee amend
ments, and the bUl now, of course, is open for individual 
amendments. 

Mr. SMITH. Mr. President, I desire to offer an amendment. 
There is no particular place where my amendment should be 
placed, as it pertains to the method by which we will close 
up and finally settle the question of a receipt for a tax paid. 

Mr. DILL. Mr. President, does not the Senator from South 
Carolina think the amendment of such importance that we 
ought to have a quorum present? 

Mr. SMITH. I think perhaps we had better have a quorum; 
Mr. DILL. I make the point of no quorum. 
The PRESIDING OFFICER. The clerk will call the roll. 
The Chief Clerk proceeded to call the roll. 

LXVII-239 

Mr. MOSES. Mr. President, has the amendment been stated? 
1\ofr. DILL. No; but I think it is well to have a quorum 

here when it is stated. 
Mr. SMITH. That is one reason why I desired to have a 

quorum. 
Mr. MOSES. Although the clerk has begun the roll call, 

I think no one has yet answered, so I am not interrupting it. 
May I further a k the Senator from South Carolina if his 
amendment is likely to lead to much debate? 

Mr. S:~HTH. I do not think so. I hope the amendment 
will so appeal to the Senate that it will be voted for without 
much opposition. 

Mr. MOSES. Of course, all of us who have individual 
amendments hope they will be accepted by the Senator in 
charge of the bill, so that there will be no debate at all. 

Mr. S:.\UTH. So far as that. is concerned, the amendment 
as I am offering it will, of course, have to take its course. 

Mr. DILL. Mr. President, I insist on the point of no 
quorum. 

The PRESIDING OFFICER. The clerk will proceed with 
the roll call. 

The Chief Clerk called the roll, and the following Senators 
answered to their names : 
Bayard Frazier McMaster 
Blease George McNary 
Bratton Gillett Metcalf 
Broussard Golf Moses 
Bruce Hale Neely 
Butler Harreld Norbeck 
Cameron Harri.s Norris 
Cappet· Harrison Nye 
Copeland Heflin Oddie 
Deneen Jones, Wash. Overman 
Dill Kendrick Pepper 
Edge Keyes Pine 
Fernald Ki~ Ransdell 
Ferris La Ii ollette Re?d. Pa 
Fess McKellar Rohinsori, Ind. 
Fletcher McLean Sackett 

Sheppard 
Shipstead 
Shortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Stephens 
Trammell 
Tyson 
Warren 
Watson 
Weller 
Willis 

The PRESIDING OFFICER. Sixty-two Senators having 
answered to their names, a quorum is present. 

The Senator from South Cat·olina will proceed. 
1.\-fr. S~UTH. Mr. President, I offer the amendment which 

I send to the desk. I suggest that the amendment should 
be inserted on page 289, after line 10. 

The PRESIDING .OFFICER. The amendment proposed by 
the Senator from South Carolina will be stated. 

The CHIEF CLERK. On page 289, after line 10, it is proposed 
to insert the following : 

When returns are made in accordance with the rules and regulation9 
prescribed by the Treasury Deparbnent for making returns for taxes 
im'posed by this act, and such returns are made by or with the aid 
of an official of the Treasury Department qualified to make such re
turns for the taxpayer or to aid in m::tking such return, the amount 
thus found due, when paid by the taxpayer, there shall issue to him 
by the Treasury Department a receipt for the same, which shall be 
final except for actual fraud. 

The Secretary of the Treasury is hereby authorized and directed to 
designate for each State officers of the Treasury Department in num
ber adequate to the requirements of the taxpayers thereof qualified to 
make or aid in making returns as prescribed by the Treasury Depart
ment, which shall by rule prescribe the times when and the places at 
which the services of such officers will be available. 

Mr. SMITH. Mr. President, I think every Senator 1n this 
Chamber and every citizen of the United States will agree that 
since the adoption of the income-tax amendment to the Con
stitution and the statutes enacted for the purpose of carrying 
that amendment into effect we have reversed the policy of our 
laws in · reference to our citizens. In all of our criminal 
procedure, we take it for granted that the person accused is 
innocent until proven guilty. In our attitude toward our tax
payers, howe"Ver, we seem to take it for granted that every maii 
is a scoundrel until a board of officials at the Treasury Depart· 
ment or elsewhere proves that he is honest. The entire discus· 
sion of the income-tax question, whenever the relation of the 
income tax law to the taxpayer has come up, has had in it a 
note and flavor to the effect that every man who is called upon 
to pay taxes to support his Government is attempting to de· 
fraud his Government and is a man without character. That 
is evidenced by some of the arguments which have been made 
on this floor and by the very system which we have put into 
operation. The whole attitude of the Government has been 
that a host of spies, inspectors, inquisitors, shall search mi
nutely into every detail of each tax return in order to ascertain 
whether or not the citizen who has made the return, who is a 
free American and who has sworn to it, has either ignorantly 
or maliciously defrauded the Government out of what it is 
rightfully entitled to under the law. -
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Let us analyze this ituation. Congress passed the income 

tax law. We~ who are charged with the responsibility of 
formulating a statute under which there might be collected 
from the income-tax payers of this country an amount requisite 
to the needs of the Government, have enacted a law and have 
graduated and scaled the taxes to be imposed. Then the de
parbnent has prepared and issued forms and blanks on which 
ta.x returns shall be made, the character and nature of which 
has made it impossible for the average taxpayer of the country 
even to approximate their full import or to be able to make 
out hL tax return. 

I submit, as a simple question of honest dealing with the 
citizens of this counh·y, that we have no right to impose upon 
them the miserable piece of machinery now provided for the 
collection of the taxes which the citizens owe. Not only should 
the form of tax return be simplified, but i:1 it can not be sim
plified you and I are in duty bound to furnish the taxpayer 
the machinery by which when, as an honest citizen, he has 
sworn to the correctness of his return that he shall have a re
ceipt for that which he has tendered his Government under 
the law to which you and I have forced him to accede. 

What is the condition now? I have jut finished going 
through with the department a tax return for the year 1917 in 
connection with which an extra assessment was made. Through 
the years 1918, 1919, 1920, 19'21, 1922, 1923, 1924, and 1925 a 
citizen, as honest and upright as any man who sits on thls 
floor, has been dragged back and forth from Washington, has 
been forced to employ legal advice, has been put in the attitude 
of a constructive criminal by his Government when he made an 
honest return of all that under the circum tances he thought 
he was justified in returning. He made the retw·n with the aid 
of an official of the Government, and yet for eight long years 
h'e has been harassed by his Government in order for them to 
collect what they consider, or what Q.i:fferent officials consider! 
an assessment still due the Government. The upshot was that 
afte1· all the e yea1·s~ when a really competent officer of the 
department visited my city and _went ove1· the return and the 
papers, there was remitted to the taxpayer $1,800. 

Mr. President and Senators, this thing is so manifestly 
plain on its face that I think it hardly needs any argument. 
If we formulate the rules under which a taxpayer is to make 
his return, and we specify the information upon which the 
returns shall be ba ed and the amount of the deductions and 
additions and then the Treasury Department furnishes a com
petent officer to go over it with the taxpayer and the taxpayer 
lays his cards on the table and, collaborating together, the 
citizen and the department official work out what the taxpayer 
owes the Governn1ent, when he has tendered the amount that 
ts thus found to be due under his oath, the Government ought 
to give him a receipt. 

Mr. WATSON. Suppose he makes a mistake against 
him elf? 

Mr. SUITH. I think that it is better that he should be 
allowed to make an honest mistake than that you and I, 
who formulated the law, should hound him fol" four or five 
years and put him in the position of a constructive criminal 
because he has made a mistake. 

l\fr. WATSON. But suppose he makes a mi. take against 
him elf, the taxpayer? 

Mr. S~IITH. The rule ought to work both ways. If a 
mistake is made against the taxpayer, as a matter of course 
let that be final. 

Mr. W AT 0~. Let it be final? 
fr. Sl\IITH. And if there is a mistake against the Gov

ernment let that be :final, unless there may be some process 
provided by which, upon request, the matter may be adjusted 
without a legal binding proce . 

The point I am making is this: It would be infinitely better, 
as I think the Senator from Indiana will agree with me, for 
us to lo e half the revenue we are getting than to create the 
spirit that we have created in the hearts of the American tax
payers. I do not believe there has been anything done since 
this Government was formed that has produced as much irri
tation and a much resentment and as much contempt for our 
Government as the method by which we collect the income 
taxes. 

My proposal i simple enough. The amendment provides 
that where the Treasury Department pre cribes certain rules 
anu regulations, according to which tax returns are to be 
made, and an official, properly qualified, collaborates with the 
taxpayer, and the taxpayer lays his cards on the table and the 
amount is. found which i. due the Government, then the tax
payer shall ha e a receipt which hall be fulal except for 
nctual fraud. 

I wi. h that -it were possible for us to get a tabu,ation of the 
~ost to the taxpayers of emp1'1'>'.rlng coun. el, running from their 

homes to Washington, back and forth, and paying their other 
expenses. I will guarantee the as. ertion that the amount of 
money the taxpaye1·s have paid out in attorneys' fees, in rail
road and other expen es, and in loss of time has been twice 
the amount that the Government ever received by virtue of the 
mistakes alleged to have been found and the additional amounts 
paid because of such mistakes. 

As the Senator from Florida [Mr. FLETcHER] suggests, there 
are accountants, bookkeepers, auditors, a host of young men 
running abont over the country duplicating each other's work. 
When one inspector has been over the figures, the next year 
another one comes. 

Every honest citizen of this country is willing to pay his 
tax ; he wants to pay his tax ; but he does not want a horde 
of inspectors and spies turned loose on him to hara s him 
after he has honestly attempted to meet the requirements of his 
Government. 

Do you consider it no expense and burden to a taxpayer that 
when the officer of the law says: "I find that there is due 
from you to the Government so much," he must obey him? 
What does the Government do? It sass: " There is due from 
you so much. We make an assessment on you of so much.' 
Then, in order to protect himself, the taxpayer must go right 
away and employ legal counsel. Where is the matter to be 
finally adjudicated? Fil·st he may take it to the local revenue 
department. There the deci ion is not final. Then a trip to 
'Va hington is neces ary. Then experts must go over his books 
and audit them again; and the result is that the cost to the 
Government itself exceeds the amount it collects, and the cost 
to the taxpayer exceeds the amount involved, to say nothing of 
the feeling that it engender . 

Why is it not my duty and your duty so to fix the law that 
the proper officers shall collaborate witb the taxpayer; and 
when the requirements of the law are met in the fir t instance, 
and be swears to the return, why should not that be final until 
or unless actual fraud is discovered or an attempt to defraud 
the Government? 

I take no stock in the . eeming thought and attitude that we 
have toward the ho t of taxpayers of this country. Listen to 
the debate on the floor of the United State Senate! One 
would think, to hear us speak about how we must frame a law 
in order that the scoundrel may not slip throu"h its meshes, 
that we are sent here by a horde of thieves, and come here as 
the only honest men in the country to frame laws to put out 
a dragnet and draw them in urid take what we can before they 
slip out. 

Our whole attitude in discussing this entire tax bill has 
been that the taxpayer will evade the tax if we do not make 
it so burdensom~. so complex. so intricate, that nobody can 
make the return for the taxpayer but a killed lawyer, an 
expert; and even that is not to be settled for four or five 
years. It is the most monstrous proposition ever put Lefore 
the American people. 

We have framed the law. We have pointed out the things 
to be taxed. We have pointed out the method by which the 
tax is to be collected. We have forced the law upon the citi
zens of this country and have made it so intricate and com
plex that we know, you know, I know that the average man 
can not intelligently sit down and make out his tax return. 
Fifty per cent of the Members of the Senate can not do it. 

I will guar~tee the assertion that Senators in this body who 
have made out their tax returp.s have had a ses ments made 
against them sub equently, and have been called upon subse
quently to pay an additional tax. Here we, the people who 
make the law, are not competent to sit down and make out the 
returns under it. We have made it so that we force the citizen 
to go to an expense sometimes equal to or exceeding the amount 
ot the tax to get the proper legal coupsel, and then be i. not 
sure of what he has. Four or five or six or seven years after
wards, perhaps after he has gone out of busine. s, perhaps 
after some disaster has overtaken him, the Government comes 
and levies an as essment on him, and he is then haled into 
court or dragged before the department and pnt in the nttiturle 
of an offender against the Government which he would love 
and does love to support. 

We have no right to do thi thing. Talk about our restrict
ing and placing the bar of limitation for two years! It ought 
not to be any longer than an honest man can see the term. and 
the amou,nt, swear to the return and sign it, and his Govern
ment ought to give him quittance then. 

When I first drafted this amendment, a Senator . aid to m , 
"Why, it is imp ible of admini tration. ' :Mark you, he said 
that the Government could not get enough expert. to help me 
and the other taxpayers make out onr return . What right have 
we not to provide the machinery to put into op ration this 
complex thing tl;lat we have forced upon the citizens of this 
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country? The main taxpayers are the nonprofessional men. 
Are we justified in forcing the citizens to employ outside profes
sional aid to perform a duty that we impose upon them? How 
will you justify it? It is not a theory; it Is a fact. You Imow 
that no man of comparatively large affairs can sit down and 
make out his own tax return; or, if he does, he lmows that 
he is liable to be assessed an additional amount even when he 
employs what he thinks is the proper legal help. 

:Mr. SITOOTRIDGE. 1\Ir. President, if it does not break the 
thread of the Senator's remarks, what is the remedy he sug
gests? I was not ln the Chamber when the Senator began his 
remarks. 

1\lr. S~IITH. Just let me read to the Senator my- amendment, 
which is a good American doctrine. I want the Senator to 
hear it: 

When returns are made in accordance with the rules and regula
tions prescribed by the Treasury Department-

We pass the law, and they prescribe the rules and regula
tions under which the returns are to be made--
for making returns for taxes imposed by this act, and such returns 
are made by or with the aid of an official of the Treasury Department 
qualified to make such returns for the taxpayer or to aid in making 
such return, the amount thus found due, when paid by the taxpayer, 
there shall issue to him by the Treasury Department a receipt for 
the same, which shall be final except for actual fraud. 

I ask the Senator from California, as I asked my other col
leagues here, what right have we not to make a provision of 
that kind, but to force the taxpayer to come here, and leave 
the door wide open for a host of inspectors and investigators 
to harass that honest man until we have driven him to a point 
where he· believes, not that honesty is the best policy, but that 
dishonesty and dodging is the only way in which he can save 
himself? We have no right to do it. This is a simple, direct 
method of closing the matter. 

Think of the host we n~w have of inspectors and additional 
inspectors and auditors and accountants, hosts of them em
ployed by the department and employed by the citizens to try 
to meet the requirements laid upon them by the law I 

I have another paragraph to this amendment that should 
appeal to us, and that is: 

The Secretary of the Treasury is hereby authorized and directed 
to designate tor each State officers of the Treasury Department 1n 
number adequate to the requirements of the taxpayers thereof qualified 
to make or aid in making returns as prescribed by the Trea~mry 
Department, which shall by rule pTescribe the times when and the 
places at which the services of such officers will be available. 

Mr. President, we have in every State in this Union a branch 
of the Internal Revenue Bureau. It would be an easy matter, 
but even if it were a hard matter, it is our duty to provide 
those who are competent, in the first instance, under the rules 
and regulations prescribed by the Treasury, to go over finally, 
to go over particularly and carefully the return of the tax
payer. 

He has 65 days from the 1st of January until the 15th of 
March-plenty of time to serve notice by every local inter· 
nal-revenue department, plenty of time for him to assemble 
his facts and avail himself of this offer of the Government, 
plenty of time to get all the facts assembled and make his 
return and get his receipt ; and then, unless there is actual 
fraud, we ought to allow him to go and attend to his busi
ness, and not have this possible menace over his head until 
such time as the Government and its agents may see fit to re
open the case. 

Air. WATSON. Mr. President, will the Senator yield? 
Mr. SMITH. I yield; yes. 
1\Ir. WATSON. I quite agree with the Senator in what he 

says about the perplexities and involvements of the income
tax return; but the question is whether the Senator's remedy 
is adequate, or, indeed, not worse than the disease. 

Mr. SMITH. What disease can be worse than the one 
we have now? 

.Mr. WATSON. It would take at least 10,000 men to do this. 
Mr. SMITH. The Senator is mei·ely speculating as to that. 
l\Ir. 'N ATSON. No, Mr. President. • 
1\Ir. SMITH. Wait a mbwte, now, before we get away 

from that statement about "at least 10,000 men." In the 
name of Heaven, how many does it take now, and what does 
it cost now, to audit and reaudit and reaudit the books? 
Somebody does it. 

1\Ir. WATSON. Yes; somebody does it, but somebody does 
not do it as a :finality. For example, the refunds after all the 
inve ·tigations made this year amounted to five hundred and 
some million dollars. The collections by the Government after 
all the investigations made amounted to two billion eight hun-

dred and some million dollars. In other words under the 
Senator's system, to start with there would have' been a loss 
of about two billions. 

Mr. SMITH. How much did the Senator say had been col
lected? 

Mr. WATSON. There has been collected for the Govern
ment, as a result of reinvestigation, $2,800,000,000. There has 
been paid, by way of refund to the taxpayers, $554,000,000. 

1\Ir. Sl\fiTH. boes the Senator claim that those are official 
figures? 

l\Ir. WATSON. Oh, yes ; they are official figures. I know 
the figures; and therefore there would be a loss at once to the 
Government of $2,300,000,000 to start with. 

Mr. SMITH. Does the Senator mean that the extra assess-
ments that were made and collected amounted to $2,000,000,000? 

Mr. SMOOT. Two billion eight hundred million dollars. 
Mr. SMITH. And the rebates were how much? 
Mr. WATSON. Five hundred and fifty-four million dollars 

of refunds to individual taxpayers. 
Mr. SMITH. That covered how many years? It covers all 

the years the h~_come tax has been i.n operation, does it not? 
Mr. SMOOT. From 1917. 
Mr. WATSON. From 1917 down. to the present time. 
Mr. SMITH. And will the Senator tell me how many dollars 

have been recovered in the last three or four years? 
1\Ir. WATSON. I can not do that. 
Mr. SMITH. Now, even taking those enormous figures I 

should like to have available and presented to the Senate 11'ow 
much. it has cost the taxpayers of this country in lawyers' 
fees, rn reauditin:; books, in loss of time, in railroad fares, in 
order that the Government over eight or nine years might col
lect $1,500,000,000 in excess of what they would have collected 
had they not had the unlimited recourse that they have. 

I state here now that if it had been $5,000,000 000 I would 
rather lose the billion five hundred million tha~ td lose the 
spirit of respect and confidence in my Government which we 
are forcing our citizens to lose under the present miserable 
system. 

I believe, bf'sides that, that an investigation of the figures 
will show that as the years have gone by and we have be
come more accustomed to the method of making out the re
turns, the amount collected has been smaller. 

We may say what we please and talk as we please about 
the amount that was collected by virtue of reinvestigation, the 
amount lost to the American people at the cost of their respect 
for the Government has more than doubled that. As I said 
before, I would rather lose in eight years a billion five hundred 
million and take the taxpayers' sworn statements as accurate. 

Mr. WATSON. Mr. President, I can give the Senator the 
figures now for 1922, 1923, 1924, and 1925. The amount of tax 
deficiencies totaled $1,758,000,000. 

Mr. SMITH. How much was collected? 
Mr. WATSON. That is the amount of the tax deficiency. 
Mr. SMITH. How much was collected? 
Mr. WATSON. There was collected in that time eleven 

billion--
Mr. SMITH. No; I mean in the years for which the Senator 

had the report as to deficiencies. 
Mr. WATSON. In 1922, 1923, 1924, and 1925 the collections 

were---- · 
Mr. SMITH. No; I mean how much was collected as addi-

tional assessments? 
Mr. WATSON. The result of reaudits? 
Mr. SMITH. Yes. 
Mr. WATSON. One billion seven hundred and fifty-eight 

million dollars. 
Mr. SMITH. That much was collected? 
Mr. WATSON. Yes. 
Mr. SMITH. What did it cost to collect it? 
Mr. WATSON. I do not know. 
Mr. SMOOT. The total appropriations by the Treasury De. 

partment for the four years would not have been one-fourth of 
that amount, taking in everything, in Washington and every
where else . 

Mr. WATSON. For those four years $1,758,000,000 were col
lected for the Government, and there were refunds to indi
viduals of $450,000,000. 

Mr. SMITH. I have not had time to study those figures, and 
they would not have influenced me if I had &tutlied them, for 
the simple reason that it is a monstrous pr0position. Let me 
put this to the Senator: Does he think that as lawmakers we 
are justified in providing for such a miserable, complex method 
of tax return that after a citizen has sworn to it we can send 
out a host of investigators and collectors and f!ollect, in addi
tion, $1,700,000,000, to say nothing of the c:tOst of the reassess
ments and the aggravation of those who have been reassessed? 
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Does the Senator think we are justified in having such a com
plicated system both of the assessment and the method of col
lectin(]' the tax 'as to make such discrepancies as that possible? 

I h:ve not a'nalyze<l these figures, but I do not believe that, 
outside of the e:s:ce::;s-profits taxes and certain other exigent 
taxe we ever collected any such amount. 

Mr: 'VATSON. The .... e are the official figures. 
Mr. SMITH. I understand; but the exce s-profits taxes 

came in, and these exigent taxes came in, which .are now P!ac
tically a negligible amount. They are nothing m comparison 
with what they were just a few years subsequent to the war. 

:Mr. WATSON. Tile Senator must remember that we re
pealed the exce~s-profits tax at the end of 1921 by the tax law 
of 1921. 

Mr. SMITH. That is gone, and, as a matter of course, that 
excess-profits tax was very difficult to collect. 

Mr. WATS01 '. It was. 
Mr. SMITH. And it was a war tax. We are now down to 

the basis of taxe: based on the income from property, and I 
maintain that as we have come to that, we should simplify 
the methods. 'The Senator has no way of figuring, nor have l, 
what the asse sments and collections would have been if the 
taxpayer bad been furnished with an experienced, qualified 
official to help him make out his return. 

Eliminate the exces -profits ta.X, eliminate the exigent taxes, 
which disappeared after they were not needed, subsequent 
to the war, and come down to what we have classified 
as taxable matter in this bill, and then furnish us with a 
qualified official who will aid in making out the return, and 
what is lo. t in taxes will mean a gain in satisfied and con
tented citizenship. 

I maintain that of all provisions we ought to incorporate 
in this bill, the most important is the provision that when 
the taxpayer ha made his return, sworn to his return, ten
dered the money to his Government, and they have received 
it, he should receive a receipt, and his return should not be 
reopened except upon charge of actual fraud. 

Mr. WATSON. The law itself was exceedingly complex, 
dealing with immen. e sums of money, and enforcing the has
tiest collection, in 1917. 

Mr. SMITH. Yes. 
Mr. V ATSON. Then, under the revision of 1921 there was 

un attempt to simplify the language so that the average tax
payer might at lea 't begin to understand it. 

Mr. SMITH. Ye.:. 
Mr. WATSON. Then, when the next revision came, 1n 1924, 

there was a further effort to simplify the language. Since 
that time the experts have been studying the question of 
phraseology, so as further to simplify the language, to make. it 
impos iule in the future for taxpayers to make these nus
takes, especially these egregious blunders, which largely led 
to the great annoyance; and that is coming about. 

Mr. SMITH. The Senator has put his finger exactly on 
the crime we committed, for it was really that. In order to 
get income we mude such a complex piece of machinery that 
it bas resulteu disastrolliily to the citizens of this country. 
We would have better clone with less, or rai ed the tax highe1· 
and made the return simple, and taxed fewer things, than to 
have sent out this piece of complicated machinery to the vexa
tion of every taxpayer. 

Mr. SMOOT. Mr. President, I a k unanimous com:ent that 
when we recess to-nigllt we recess ~til 11 o'clock to-morrow 
morning. 

The PRESIDING OFFICER. Is there objection? The Chair 
hears none, and it is so ordered. 

Mr. SHORTRIDGE. Mr. Preside!!t, will the Senator yield 
to me for just a moment? 

Mr. Sl'IITH. Ye: . 
1\Ir. SHORTRIDGE. A few days ago when this subject wa~ 

before us I engaged in a ,hort colloquy with the Senator from 
Michigan [Mr. CouzE ... ""S], in the cour e of which I took the 
liberty of making certain tatements which I recall now, some
what in support of the thoughts very forcibly expressed by the 
Senator from South Carolina. 

I sai<l then, and I repeat now: 
I{ the Senator will permit me an additi(}nal s~tence, I wiU D(}t 

inte-rrupt further. It is not in any conte-ntious Fplrtt, but I have 
Jleard !:O much along this linP that I beg leave to state that I think 
where the citiz.en, the taxpayer, the honest man, or the honest woman 
enters into an agreement with his or her Government, and acts upon 
that agreement, the Government, as well as the citizen, should be 
bound by the agreement. I apply the same principle of law to the 
Government and to uch a case that I apply as between two citizens 
who in good faith nter into an agreement and act upon that agree
ment. It is a. well-known, universal, immemorial principle of equity 

that where an agreement bas thus been entered into it may not be 
set aside unless there is cbnrge of fraud or excusable mistake; but 
the Government has not acted on that theory in many, many instances. 

:Mr. SMITH. And particularly this one. 
.Mr. SHORTRIDGE. If the Senator will permit me to say · 

it, I do not know whether the remedy sugge ted cures the evil 
pointed out by the very thoughtful Senator from South Caro
lina, but I do believe that the same rules which govern as 
between two honest men should govern as between the bone~t 
citizen and his Government, and that where the Government, 
speaking through an authorized agent, enters into an agree
ment with the honest citizen, that agreement should become, 
be con.<ridered as, and be held to be an account stated, just as 
an agreement entered into between two citizens becomes an 
account stated. 

I further believe that where such an agreement bas been 
entered into and acted upon, that agreement is not to be et 
aside, is not to be opened up, unless there is a specific charge 
of fraud on the part of the citizen, or mistake which, in law, 
is known as an excusable IIlistake. 

Mr. S~UTH. Let me ask the Senator this question: Does 
be think we are discharging our duty when we pass a tax 
law-which in itself, of com· e, is a burden-and so frame the 
law as to make it absolutely mentally impossible for a va t 
majority of the taxpayers to make out properly their returns? 
Then, after we have made that impossible and the taxpayer 
has gone to the expense of employing counsel, the best he may 
obtain, paying that additional tax, employing coun el to do 
the be. t he can to meet the requirements of his Gove1·nment, 
should we then make him liable to the further expense and 
annoyance of having his return reaudited and reinvestigated, 
compelling him to go from his home to Washington, or to his 
capital, having still further to employ counsel, and still fur
ther to incur expense, not taken out of the Government, not 
taken out of the Senator and me, who frame the law, or the 
Gov~rnment that forced its citizens into acquiescence, but taken 
out of him, not only a tax to meet the Government's expenses 
but the tax to mret the legal requirements of making it out? 
I state to the Senator that it would be perfectly competent 
and I believe fairly within the rules of equity wherever a tax
payer makes out his return for the Government to pay him a 
reasonable attorney's fee to aid him in doing it. Does not the 
Senator think that would be right? 

Mr. SHORTRIDGE. Mr. President, the Senator has put 
a rather complex or compound question, which involves many 
elements. 

Mr. SMITH. Just let me pot it this way--
Mr. SHORTRIDGE. Permit me. I am in sympathy with 

the Senator's attitude. We are not opposing one another. I 
appreciate what he is saying. I sympathize with what he has 
stated. I am only concerned as to the remedy. If the Senator 
will be good enough to grasp what I said briefly, I think we 
agree that there should be a day of adjustment and settlement 
as between the taxpayer and the Government, and I agree 
with the Senator, if I understand his position, that where there 
has been a coming together and an acceptance of the amount, 
there being no fraud, there being no excusable mismke, that 
the settlement should be a finality, applying the same rules of 
law that obtain and control in a settlement~ an account stated, 
between two citizens. Of course, the Government should not 
be bound by the act of an unauthorized person. 

Mr. SMITH. That is right. 
Mr. SHORTRIDGE. And, of course, where there is a set

tlement and the parties act upon It, it should not, in my judg
ment, be opened up in the manner the Senator bas suggested 
unless, as I repeat and emphasize, as I think the Senator from 
South Carolina has done, there should be snch evidence pre
sented as would show what we term in law excusable mistake 
or a positive fraud perpetrated in and. about the ettlement. 

It will help the Senator, I think, if I further suggest that 
the Government in matters of taxation, of cour. ·e, is actin(J' as 
a overeign. I would apply the same rules to the sovereign 
when acting in that capacity as I would apply and as a court 
of equity wvuld apply where the Government enters a court of 
equity asserting its rights as a landowner or property owner. 
The Senator knows, e-very lawyer knows, every well-informed 
person knows, . that when the l:1'ederal Government or a State 
government ente1·s into a court of -equity, its own court of 
equity set up by itself, and seeks equitable relief as against a 
citizen, the Federal GoYernment, mighty a it i , or the ~tate 
government, powerful as it may be, enters that court of equity 
as the humblest, the most ragged citizen. . 

It does not enter with all the trappings of overeignty, with 
all the power of so•ereignty, but it enters that court as humble 
and as feeble as the most humble and feeblest citizen, sub-
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mitting ftge.lf to the rules of equity. And if in a given case 
the citiwn would be deprived of relief, if by equitable prin
ciples the citizen would be estopped from asserting even a 
legal right, the Government is estopped. 

It might be of value to those interested in the problem, 
which has a bearing upon the matter the Senator is discussing, 
if Senators would turn to the great case of the State of Iowa 
against Carr, wherein this principle, this doctrine, ts stated 
witl~ great force and with an amplitude of authority to sus
tain the doctrine. I have elsewhere, unheard and perhaps un
noticed, said on many occasions. even as the Senator in better 
and finer terms has expressed it, that the Government should 
not alienate the people, should not so pursu{' the people as 
to cool their love for it. I believe tllat the attitude which the 
Government has taken in numberless instances has had this 
deplorable result-that the citizen's love for his country is 
cooled, if not entirely dead. · . 

I believe the laws should be made more simple, but JUSt how 
the pending bHl could be made more simple I can not now state. 
But H I grasp the purport of the amendment now offered by 
the Senator from South Carolina, it is that there should be a 
settlement as between the Government and the citizen, which 
settleme.nt should be regarded as an account stated, not to be 
opened unless there is positive allegation of fraud or excusable 
mistake. 

Mr. Sl\IITH. I think I have fulfilled the necessary require
ments when I provide that there shall be a qualified govern
mental official to participate on the part of the Government in 
making out the returns. If it took twice the time that it now 
takes, and if that official were not competent, it is our duty 
to see that we do furp.ish the taxpayer with the proper facili
ties for making out his tax return. 

Mr. REED of Pennsylvania. Mr. President, I did not have 
the advantage of hearing the first part of the debate, but I 
want to ask the Senator whether he has ever calculated the 
number of officials that it would be necessary to employ for 
that purpose? 

l\fr. SMITH. I just replied to that very question which 
was asked a few moments ago. Somebody is employed now. 
Somebody makes out the returns now. Somebody goes over 
them now. Whose duty is it? What somebody should do 
that? What somebody should that be? If the Senator and I 
impose upon the taxpayers of the country a certain duty that 
he and I know they are not competent to perform, namely, 
the intelligent filling out of a tax return, does he not think 
common justice would make him and me vote for the furnish
ing of material to carry out that which we have imposed upon 
the taJ...'Payers? The Senator knows that there are Senators in 
this body who can not make out their tax returns or, if they 
do, there are mistakes found-found by whom? They may 
be for or against the Senator. 

The contention that I am making is that if the very exigen
cies of the case require the return to be so complex that the 
citizen must employ legal assistance it is our duty to furnish 
that legal assistance. There is no escape from that situation. 

l\Ir. REED of Penns~lvania. Yes; I think there is. It does 
not seem to me that it is necessary for a citizen to employ aid 
in the average case. If he makes truthful answer to the 
questions asked in the blank his return is sufficient. The cal
culation of the tax is purely a matter of arithmetic, and ln a 
country where literacy is as great as it is in this country, I 
should say that about 98 pe~ cent of the taxpayers could make 
out their own returns. 

Mr. S.MITH. The Senator says the average intelligent man 
can make out his tax return, and I will admit that men are 
all honest. That is the attitude of our Government as distin
guished from some others, in that we assume a man is inno
cent until be is proven guilty. 

Mr. REED of Pennsylvania. The average man is honest. 
Mr. Sl\1ITH. Yes; I agree with the Senator. To aid him 

a little, I think if we would furnish our Internal Revenue 
Bureau in the several States with a comparatively few well
equipped men, it would answer the purpose. The number of 
taxpayers we have now is something over a million. We now 
have in the States comparatively few who would have to make 
retums, and they have 65 days in which to make them. 

Taking the Senator's own admission that they are honest, 
that tlley are intelligent enough to make up their own returns, 
and the only thing to do is some matter of addition and multi
plication, let us furnish them with aid where they need the aid 
and then give them receipts. If the taxpayer is an honest man, 
competent to make out his own tax return, why does the Sena
tor want to leave him a victim for four years for the exploita~ 
tion of such agents as may be sent out tQ audit and reaudit 
and go over and visa every return? The Senator's own state
ment was that the majority of them are honest, and the ma· 

jority of them are more or less competent, and I maintain 
that by furnishing them a little aid no harm would be done to 
give them receipts and stop this spying and espionage. 

1\!r. REED of Pennsylvania. Let us figure that out for a 
moment. There will be between 6,500,000 and 7,000,000 returns 
due on the 15th of March at the mininmm. They have, as the 
Senator said, 65 days in which to prepare those returns. As~ 
suming that everybody starts promptly on the 1st of January, 
assuming that everybody works on Sundays and holidays, that 
means 100,000 returns every day, including Sundays and holi· 
days. 

Mr. SMITH. In 48 States. 
Mr. REED of Pennsylvania. One hundred thousand re

turns in the United States. Assume also that one of the 
experts can dispose of a return every 30 minutes, though I 
think it is quite unlikely that he can. He could scarcely ask 
the necessary questions and do the necessary writing and the 
necessary computations to fill out a return in 30 minutes. 
That would be 16 returns per day for each day of eight work
ing hours for each expert. If we are to do 100,000 returns 
per day, it would take 6,000 experts working steadily eight 
hqurs a day, Sundays and holidays included. Has the Senator 
ca1culated what that would cost? 

Mr. Sl\IITH. I calculate that they may make them out in G5 
days, and I also calculate that we have already enough men 
employed to inspect all of these returns. It seems to me that 
we could provide in the States sufficient experts. I thi!lk it 
is our duty to do it, army or no army of experts. I think in 
order to avoid what the Senator from Virginia [Mr. Guss] 
complained of the other day, when he himself said, though he 
did not say it on the floor of the Senate, that it would take a 
vast army, of course, to administer the amendment I propose. 
But, I say, suppose it did? It would take a very small addi· 
tion to the force we already have. I have not taken the trouble 
to find out just how many employees there are in the several 
internal-revenue offices in the several States plus those in the 
Internal Revenue Department in Washington. I do not know. 
But I do know that it is our duty to see to it that a citizen, 
when we have forced upon him a condition that he can not 
meet, should be provided with the means of aid to meet it. 

Mr. GLASS. Mr. President, does the Senator imagine the 
Internal Revenue Bureau would be able for a period of 65 
days only to employ between 6,000 and 10,000 experts, whose 
services it would have to dispense with at the end of 65 days? 

1\!r. SMITH. That is proceeding upon an assumption that I 
myself have not figured out, but if it was our duty to do it 
we would figure it out. It is a question of whether it is our 
duty or not. The Senator from Virginia can satisfy himself 
as to whether we are justified in formulating a law that re
quires the services of an expert to make out the return of a 
citizen's tax or a mechanic to make it out-whether we are 
justified in forcing our citizens into that position and forcing 
them to employ an expert attorney's aid, or whether it is our 
duty to furnish that aid. It is not a question of how many 
it will take. It is not a question of what it will cost. It is 
a question of our duty to those on whom we have imposed this 
burden. 

1\!r. GLASS. If I were to concede that it is our duty, which 
I · do not conceda------

Mr. SMITH. Why is it not our duty? 
l\Ir. GLASS. If I were to concede that it is our duty to do 

it, I say that the Senator's proposal iB impossible. It can not 
be put into practical operation. 

Mr. SMITH. Why not? 
Mr. GLASS. I have just told the Senator why it can not 

be done. It can not be done because it is an impossibility for 
the Internal Revenue Bureau of the United States to employ 
between 6,000 and 10,000 expert tax: accountants for a period 
of 65 days and then dispense with their services at the end of 
that period. 

Mr. SMITH. Very good. Then the Senator and I have no 
right to impose a law on the people that requires them, out of 
their pockets--

Mr. GLASS. It does not require them to do it at all. 
Mr. SMITH. Why does it not? 
Mr. GLASS. It is the misfortune of any man who can not 

make out his own tax return. 
1\!r . . SMITH. I have: heard the Senator say--
1\Ir. GLASS. Yes; that_ I can not make out my own return, 

nor can I, and I employ somebody to do it for me. 
Mr. SMITH. Then the Senator thinks we are justtfl.ed in 

enacting a law which requires legal assistaace in making out a 
return under it, and then for four or five years officials to be 
haled back .and forth from Washington ln order to meet assess
ments that grow out of, not the expert but the very man whom 
_the Senator has denounced here 011 the floor of the Senate. 
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I would rather go - to the expense of hiring 8,000 or 10,000 
experts for 65 days than do the very thing that the Senator 
called the attention of the Senate to here the other day. 

Mr. GLASS. But you can not hire them; they are not in 
existence to be hired. 

Mr. WATSON. On the 1st day of January there were 14,996 
employees in the Internal Revenue Bureau. Ten thousand of. 
those can not make out one of these tax returns so as to permit 
it to bind the bureau and to bind the Government for the 
return made. 

1\lr. SMITH. It comes back to what I said at the very out
set, that there has been provided a form for returns that is a 
disgrace to the United States Congress in respect to its atti
tude toward its citizens. 

Mr. WATSON. How is the Senator going to help it? We 
have done the best we could. 

Mr. SMITH. Heaven help the worst, if this is the best. 
Mr. GLASS. All of us could well wish that there were not 

so many complications in the law; we all might well wish that 
it were simple enough for a business man to understand and 
act upon it; but it is not. If it can be made so, if the Senator 
from South Carolina can make it so, we will all rise up and 
call him blessed. • 

Mr. SMITH. Yes; but the Senator from South Carolina is 
simply claiming what the Senator from Virginia himself ad
mits, that it is capable of further practical reduction to a more 
simple form. 

Mr. REED of Pennsylvania. Oh, no, Mr. President; . it is 
capable of ·many improvements which will add to its simplicity; 
but every time we propose such a change the representatiYes of 
the interests which are going to be affected by it deluge the 
Senate with telegrams and letters and lobbyists, and the change 
is defeated. 

Mr. SMITH. Yes; and when I submit an amendment pro
posing a method to simplify the proces~ and relieve the tax
payer I am deluged with statements to the effect that it might 
take 10,000 employees for 65 days. I would rather take J.OO,OOO 
employees, even if it cost the Government half of what it col
lects, than to leave the citizen to be hounded as a citizen of the 
State of the Senator from Virginia was hounded by men who, 
perhaps, bad sinister motives,- a proceeding which you and I 
make possible by the method of our legislation. 

Mr. GLASS. Those men had a period of four years in which 
to review the tax returns, but the Senator is proposing to hiJ:e 
an army of experts, which is not available 1.t all, which does 
not exist, to do the thing in 65 days. 

Mr. SMITH. Well, somebody does it in 65 days. The Sen
ator from Pennsylvania said the citizen is hcnest; that he is 
competent. Therefore let us amend my proposition and pro
vide that where the citizen has filled out his return and sworn 
to it and sent in his money the Treasury shall give him a 
receipt. 

The Senator from Pennsylvania said the citizen is honest and 
is competent and can fill out the blanks. Now, let us take it 
for granted that he is about as honest as we are, and about 
as earnest in his desire to pay_ taxes as we are, and as com
petent to make out the forms as we are. Then let us dispense 
with this host of 1nvestigato_~s. take the citizen into om· con
fidence as an American taxpayer, and say, "Here is our 
method of collecting our taxes; we have made it as simple as 
we can ; we are not going to impose upon you the necessity of 
employing legal experts ; make 1t out yourself, swear to it, 
and we will accept that; and if a ;mistake is made we will take 
it. for granted that it was honestly made and that you are not 
a rogue, and we will not s.end some GovernmeiJ.t spy to hunt 
you up." Let us amend it and say when a taxpayer makes 
out his return in accordance with the rules and regulations 
furnished him by the Government, swea.rs to it, and tenders 
his money, that that shall be_final. 

Mr. GLASS. If he does it in accordance with the ruies and 
regulations furnished him by the Government, there will be 
no question in the world about its acceptance. 

Mr. SMITH. Very well; I will accept that as an amend
ment. 

1\Ir. GLASS. No amendment of that sort is needed; the law 
provides that, and the reguiations provide that. 

Mr. SMITH. It does not do anything of the kind ; and the 
Senator knows -that it does not. . . · 

Mr. GLASS. The Senator does not know that it does not. 
Mr. Sl\IITH. Rules and regulations ru:e provided, and tlien 

a:fter the Government has accepted the money three or four or 
five different investigators are sent out to search into the 
details of the return i so where is the finality? 

Mr. GLASS. If it is done according to the law, and regu
lations--

Mr. SMITH. Nobody knows the law; it i not done accord
ing to any laws and regulations. The taxpayer does the best 
he can ; then an expert comes along and does the best he can 
for his job ; ·another one comes along and does the best he can 
for his job, and between the two the citizen is <lrawn from hi~ 
home back and forth to Washington, as the Senator so graph
ically pictured here some days ago, until he reaches the point 
where he despises his Go1ernment. I say that it would be 
infinitely better-and I never was more earnest in my life
for us to provide that when the taxpayer has made out his 
return to the best of his ability under the law, as set forth in 
~he return, and has sworn to it, he shall haye a receipt. Then, 
if the Government finds actual fraud, hale him to court ; but 
do not, after he has done the best be can and tendered his 
money, provide a.n interim of four or fi1e years during which 
he may be hounded down by the host of inspectors who are 
sent out, a.nd even by the department itself. It is a crime 
against the American people. 

Mr. GLASS. Mr. President, I wish very earnestly that the 
proposition of the Senator were feasible, but, in my judooment, 
it is utterly impossible. o 

SEVERAL SENATORS. Vote! 
The PRESIDING OFFICER. The question is on the amend

ment offered by the Senator from South Carolina. 
Mr. BLEASE. Mr. President, I suggest the absence of a 

quorum. 
The PRESIDING OFFICER. The Secretary will call 

the roll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names : 
Bayard Fletcher McKellar 
Blease Fraz1.er McLPan 
Bratton George McMaster 
Brous.,ard Glass McNary 
Bro~ Gd MM~H 
Butler Hale Moses 
Cameron Harreld Norris 
Copeland Harris Nye 
Deneen Harri on Oddie 
Dill Heflin Pepper 
Edge Jones, VVash. Pine 
Fernald Kendrick Ransdell 
Ferris Keyes Reed, Pa. 
Fess La Follette - Robinson. Ind. 

Sackett 
Sheppard 
Ship stead 
Simmons 
Smith 
Smoot 
Stanfil)ld 
Trammell 
Warren 
Watson 
Weller 
Willis 

The VICE PRESIDENT. Fifty-four Senators having an
swered to their name , a quorum is present. The question is 
on agreeing to the amendment offered by the Senator from 
South Carolina [Mr. SMITH]. 

The amendment was rejected. 
Mr. COPELAND. Mr. President, I send forward an amend

ment, which I desire to offer to the pending bill. 
The VICE PRESIDENT. The Secreta.ry will read the 

amendment. 
The CHIEF CLERK. On page 44-
Mr. SMITH. ~Ir. President--
The VICE PRESIDENT. The Senator from South Caro- · 

lina. , 
Mr. SMITH. Mr. President, my attention was diverted for 

a moment, during which time the Chair put the question on 
my amendment. I ask to have the vot"e by which the amend
ment was rejected reconsidered, and that we may have a roll 
call on the amendment. 

The VICE PRESIDENT. Is there objection? 
Mr. FEJSS. Yes, Mr. President. 
Mr. KING. I object to a roll call. 
Mr. MOSES. The Senator froni South Carolina may get a 

separate v<Jt:.e on his amendment in the Senate. 
Mr. SMITH. All right. When the bill comes into tbe Sen~ 

ate I shall again offer the amendment and ask for a ·roll call 
upon it. 

Mr. SMOOT. Without any further discussion? 
Mr. SMITH. I do not know as to that, I will say to the 

Senator. 
1\Ir. SMOOT. Then let us have the roll call now. 
The VICE PRESIDENT. Without objection, the roll will 

be called on the amendment of the Senator from South Caro
lina (Mr. S:~UTH]. 

The Obief Clerk proceeded to call the roll. 
Mr. FERRIS (when his name was called). I have a pair 

with the Senator from Kan as [Mr. CURTIS]. I transfer that 
Rair to the Senator from New Jersey [Mr. EDWARDS] and vote 
' yea.'' ~ 

Mr. FLETCHER (when his name was called). I have a 
general pair with the Senator from Delaware (1\Ir. nu PONT]. 
In his absence I withhold my vote. 

The roll call was concluded. 
Mr. W AHREN (after having voted in the negative). I 

transfer my pair with the Senator from North Carolina [Mr. 



1926 CONGRESSIONAL RECORD-SENATE 3789 
OVERMAN] to the; Se:uator from Minnesota [Mr. ScHALL] and 
will let my vote stand. 

1\Ir. BLEASE. Mr. President, when I made my pair with the 
Senator from Missouri [Mr. WILLIAMS] it was understood that 
he would vote " yea " on this proposition and that I would 
vote "yea." I have voted on this roll call, therefore, ~;ince 
we had that agreement. 

Mr. JONES of Washington. I have been requested to an
nounce the following general pairs : 

The Senator from Connecticut [1\Ir. BINGHAM] with the 
Senator from Nevada [Mr. PITTMAN]; 

The Senator from Kentucky [Mr. ERNST] with the Senator 
from Nebraska [Mr. HoWELL] ; 

The Senator from Illinois (Mr. McKINLEIY] with the Senator 
from Virginia [Mr. SWANSON] ; 

The Senator from Colorado [1\Ir. MEANS] with the Senator 
from Texas [Mr. MAYFIELD] ; 

The Senator from Colorado [Mr. PHIPPS] with the Senator 
from Utah [I\Ir. Kr G] ; 

The Senator from Yermont [Mr. GREENE] "rith the Senator 
from l\fontana [Mr. WHEELER] ; 

The s·enator from California [Mr. JOHNSON] with the Senator 
from Arkansas [Mr. RoBINSON] ; 

The Senator from New York [Mr. WADSWORTH] with the 
Senator from \Vest Virginia [Mr. NEELY]; 

The Senator from Iowa [Mr. BROOKHART] with the Senator 
from Arkansas [Mr. 0.<\.RAWAY]; 

The Senator from Vermont [Mr. DALE] with the Senator 
from Tennessee [l\Ir. TYSON]; and 

The Senator from Idaho [Mr. GooDING] with the Senator 
from Montana [Mr. WALSH]. 

The result was announced-yeas 13, nays 40, as follows : 

Ashurst 
Blease 
Dill 
Ferris 

Bayard 
Bratton 
Broussard 
Bruce 
Butler 
Cameron 
Copeland 
Deneen 
Edge 
Fess 

Frazier 
Oeorge 
Heflin 
McKellar 

YEAS-13 
Ransdell 
Sackett 
Sheppard 
Shipstead 

NAYS--40 
GlaRs McLean 
Goff Mdiaster 
Hale McNary 
Harreld Metcalf 
Harris Moses 
Jones, Wash. Norbeck 
Kendrick N:ve 
Keyes Oddie 
King Pepper 
La l!'ollette Pine 

NOT VOTING-43 
Bingham Ernst Lenroot 
Borah Femald McKinley 
Brookhart Fletcher Mayfield 
Capper Gt>rt'Y Means 
Car·away GHlett Neely 
Couzens Gooding Norris 
Cummins Greene Overman 
Curtis Harrison Phipps 
Dale Howell Pittman 
dn Pont Johnson Reed, Mo. 
Edwards Jont>s, N.Mex. Robinson. Ark. 

So Mr. SMITH's amendment was rejected. 

Smith 

Reed, Pa. 
Robinson, Ind. 
Simmons 
Smoot 
Stanfield 
Trammell 
Wan·en 
Watson 
Weller 
Willis 

Schall 
Shortridge 
Stephens 
Swanson 
Tyson 
Underwood 
Wadsworth 
Walsh 
Wheeler 
Williams 

Mr. SMOOT. Mr. President, the action of the Senate in 
regard to the committee amendment dealing with the alcohol 
provision required two other amend~ents to be agreed to and 
one to be rejected in order to make the House text perfect. So 
on page 261, line 19, after the word "gallon," I ask that tho 
amendment inserting " or wine gallop. when below proof" be 
agreed to. 

The amendment was agreed to. 
The CHIEF CLERK. On line 21, before the word " gallon," it 

is proposed to insert " or wine." 
The amendment was agreed to. 
The CHIEF CLERK. On line 22 it is proposed to strike out 

"$2.20, $1.65, or $1.10" and insert "$2.20." 
Tbe amendment was rejected. 
Mr. MOSES. Mr. President, I offer the amendment whlch I 

send to the desk. I ask unanimous consent that the amend
ment may· not be formally read, because it has been in printed 
form before the Senate for two weeks and is exactly the same 
amendment as was adopted in the Senate to the revenue bill of 
1924. I ask the Senator from Utah [Mr. SMOOT] if he will 
not accept this amendment and permit it to go to conference. 

Mr. SMOOT. This identical amendment was agreed to on 
the last revenue bill and went to conference, and the House 
rejected it. I see no reason why we should not agree to it 
now and let it go to conference. 

The VICE PRESIDENT. Without objection, the reading of 
the amendment will be dispensed with, and without objection 
it wlll be agreed to. • 

The amendment offered by :Mr. MosES was, on page 91. to 
strike out lines 7 to 15, inclusive, being paragraph numbered 
( 8), and to insert in lieu thereof the ~ollowing : 

PAR. 8. (A) In the case of mines, oil and gas wells, other nature 
deposits, and timber, a reasonable allowance for llepletion and for de
preciation of improvements, according to the peculiar conditions in 
each case ; such reasonable allowance in all cases to be made under 
ru1es and regu1ations to be prescribed by the commissioner, with the 
approval of the Secretary. In the case of leases the deduction allowed 
by this paragraph shall ba equitably apportioned between the lessor 
and lessee. 

(B) In the case of lands managed for the production of crops of 
timber there shall be allowed as deductions all expenditures pertaining 
to such management, including expenditures for protection, taxes ad
ministration, planting, and cu1ture; or, at the option of the taxp~yer 
acting consistently from year to year such expenditures may be capt~ 
taJized: Pro-vided, That in the case of such expenliltures for planting 
and/or culture there may be deducted in any one year not to exceed 
$15,000 or 15 per cent of the net income of the tnxpayer computed 
without the benefit of this paragraph, whichever is greater, and in case 
this limitation resu1ts in excluding from the deduction a part of the 
expenditures made for such purpose during any year, then the excess 
of expenditures over the amount of the deductions shall be capitalized. 
If and to the extent that such expenditures are capitalized, they shall 
be added to and for~ a part of the basis used in the determfna tlon of 
depletion or of gain or loss from sale, exchange, destruction, or other 
disposal of the timber to which such expenditures pertain. 

(C) One-half only of the net income resulting from and allocable to 
the conversion, utilization, sale, or other disposal of timber from or 
togt>ther with lands managed in good faith for the production of crops 
of timber shall be used in determining the net income subject to tax: 
P1-oviaed, That this paragraph shall apply only to trees left for st>ed 
to immature trees left for further growth and/or to second-growth 
timber produced by natural and/or by artificial means. 

Mr. MOSES. Mr. President, I offer a further amendment 
which I ask may be read, and to which I invite the attention 
of the Senator from New York [Mr. CoPELAND]. 

The VICE PRESIDEJNT. The amendment will be stated. 
The CHIEF CLERK. On page 48, line 17 after the word 

"trade," it is proposed to add a comma and the word " pro
fession." 

Mr.- MOSES. Mr. President, I am offering thls amendment 
in line with the suggestion which I made the other day in the 
course of a brief colloquy with the two Senators from Utah 
It ~ims simply to put the medical profession upon the sam~ 
basis as a traveling man who sells neckties, for example. 

Mr. McKELLAR. May the amendment be stated? 
Mr. MOSES. It has just been stated. 
'1'he VICE PRESIDENT. The amendment will be restated. 
1.'he CHIEF CLERK. On page 48, line 17 after the word 

" trade," it is proposed to add a comma and the word "pro
fession." 

Mr. SMOOT. Mr. President, they are on the same footing 
now. . 

Mr. MOSES. If the Senator will permit me, I do not intend 
to ask for a record vote, because at this stage of the night and 
with the attendance of the Senate as it is I understand per~ 
fectly well that that would not be practicable. . · 

Mr. SMOOT. I hope the Senate wilf reject the amendment. 
Mr. MOSES. I simply want to get this matter before the 

Senate in some formal way. Of course, the colloquy which I 
had with the senior Senator from Utah [Mr. SMoOT] and his 
colleague [Mr. KING) the other day sufficed amply to set forth 
to the Senate my views on this subject, wherein the medical 
profession are discriminated against, as I believe, in spite of 
the protestations of both the Senators from Utah. I have not 
any desire to impede the passage of the bill at this stage, but 
I do want the amendment voted upon; and I ask for a division 
on the amendment. 

Mr. SMOOT. Mr. President, I hope the amendment will be 
rejected. 

The VICE PRESIDENT. The question is on the amendment 
offered by the Senator from New Hampshire. 

On a division, the amendment was rejected. 
Mr. MOSES. Now, Mr. President, I offer the amendment 

which I send to the desk and ask to have stated. 
The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 136, at the end of line 8, t t: is 

proposed to insert a new sentence to read as follows: 
Despite the foregoing provisions of this subdivision, such cr~ait 

or refund may be allowed or made in respect of any taxable year iC 
a deficiency is asserted by the commissioner in respect of any of tile 
seven succeeding taxable years ; but no such credit or refund wall 



3790 CONGRESSIONAL RECORD-SEN ATE FEBRUARY 11 
be allowed or made unless It appears that the taxpayer has overpa.ld 
the tax for the taxable year to which the claim for credit or refl.1lld 
relates, even though the assessment of a deficiency for such taxable 
year is barred by an applicable statute of limitations. 

Mr. MOSES. Mr. President, t)le moving cause for this 
amendment, I will frankly say to the Senate, is the desire to 
set aside the statute of limitations in some cases. 

I have had called to my attention in the last two months 
probably a hundred cases of taxpayers in New England who 
discover, when an agent of the internal revenue office of the 
district comes around to check up their accounts and to make a 
final settlement of their taxes for a year within the statute of 
limitations, that the rules under which the check-up ls made, 
if applied to years prior to the statute of limitations, would 
show that the taxpayer has paid the Government a consider
able sum of money in excess of what he should have paid, for 
which he secures ab olutely no credit whatever; whereas if 
he is shown to have a deficiency a claim is made for that, and 
be has nothing to set off as against it. . 

This amendment ·is offered to correct what I believe to 
be a palpable e\il as against the taxpayer; and with reference 
to this amendment, as with reference to the others which I 
have offered, I merely wish to get this state of facts before the 
Senate, in the hope that without using more words we may 

·get an intelligent and favorable vote of the Senate on the 
amendment. 

Mr. SMOOT. Mr. President, what the Senator bas stated is 
con-ect. The amendment simply waives the statute of limita
tions on the part of the taxpayer. If that be done, it ought to 
be waived in relation to the Government. 

1\Ir. MOSES. Mr. President, the language of my amendment 
permits that. 

1\fr. SMOOT. Then I have the wrong amendment. 
Mr. MOSES. I am quite sure that the language of my 

amendment permits it to be waived on behalf of the Govern
ment equally. At any rate, I had no intention of making it a 
unilateral proposal. 

Mr. WATSON. Not as it was read. 
Mr. :MOSES. Then the language is not correct. 
Mr. WATSON. May it be read again? 
Mr. 1\IOSES. Then I will ask permission to withdraw the 

amendment, in order that I may make sure that that is the 
case; and I will reoffer the amendment when the bill comes into 
the Senate. I will say, in further explanation, that I had this 

· amendment drawn by one of the experts. 
The 'VICE PRESIDENT. The amendment is withdrawn. 
Mr. REED of Missouri. Mr. President, I ofl'er the amend

ment w hicb I send to the desk. 
The VICE PRESIDENT. The amendment will be stated. 
The READING CLERK. On page 334, after line 10, following the 

amendments heretofore agreed to, it is proposed to insert the 
following new section : 

MUTGAL INTERI~SURERS AND RECirROCAL UNDElRWRITF.RS 

SEc. -. The exemption granted mutual interinsurers and recip
rocal lmderwriters under paragraph (11) of section 231 shall be retro
actively applied in determining tax liability under the provisions of 
the revenue act of 1916, the revenue act of 1917, the revenue act of 
1918, the revenue act of 1921, or the revenue act of 1924, or of any 
such acts as arrrended. Any tax that has been paid under such acts 
since December 31, 1918, shall be credited or refunded to the tax
payer as provided in section 284, if claim for credit or refund is filed 
within one year niter the enactment of this act. 

1\lr. SMOOT. 1\fr. President, this is on all fours with the 
amendment that was agreed to and made retroactive as to 
taxes paid on the installment plan; and I see no reason why it 
should not apply here, just the same as to installment payments. 

The VICE PRESIDENT. The question is on the amendment 
offered by the Senator from Mis ourl. 

1\Ir. HEFLIN. Mr. President, let us see if we und nd the 
amendment. Does that mean that we are got ack now to 
1918 to carry on this business of refund xes? 

Mr. SMOOT. Yes; that is about at it would mean. 
Mr. HEFLIN. It seems to me there is a time to put a stop 

to that. The honest taxpayer ought to know, within a year or 
two years, whether he has paid more taxes than he ought to 
have paid. 

1\lr. SMOOT. Mr. President, why should we make a retro
active provision as to installment payments on real estate
and we all thought that was just-and not, in a case here vir
tually of a mutual company, an insurer, grant the same privi
lege? Why should they not have that privilege? 

1\Ir. HEFLIN. Certainly they ought to have it if we are 
going to grant it to others. 

Mr. SMOOT. But they have not. 

Mr. HEFLIN. But there ought to be a time when that will 
stop. 

Mr. SMOOT. That is true. I believe that. 
Mr. McKELLAR. It is only to include mutual insurance 

companies. 
Mr. HEFLIN. I think it ought to be extended to them, be

cause if it has already been extended to the others it should 
be extended to them. 

Mr. SMOOT. It has been extended to ,others, and that is 
the reason I say that it ought to go in. 

Mr. HEFLIN. There should come a time when we would 
stop this refund of taxes. I think a great deal of it is done 
when it is not justified at all. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment. 

The amendment was agreed to. 
Mr. COPELAND. Mr. President, I have sent to the desk an 

amendment which I ask to have reported. 
The VICE PRESIDENT. The clerk will state the amend

ment. 
The CHIEF CLERK. On page 44, line 24, after the word 

" thereof," strike out the period and insert a comma and the 
following: 

provided that employees of municipally operated public utilities who 
have failed to make an income-tax return or who have failed to pay 
an income tax dm·ing the years 1918 to 1924, both inclusive, shall be 
exempted from any penalties which may have accrued because of their 
failure in those years either to make a return or to pay a tax. 

Mr. COPELAND. I think this is understood by the Senate. 
Mr. SMOOT. We discussed it before, and there is no objec

tion to this amendment. It simply relieves certain taxpayers 
who thought they were exempt because they were employed by 
municipal plants. This exempts them from all penalties which 
would be imposed upon the taxpayers for not having paid their 
taxes. It does not relieve them of the payment of taxes, but 
when they pay them, all employees of that class of industries 
will be on the same footing. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment. 

The amendment was agreed to. 
Mr. COPELAND. Mr. President~ I want to ask the Senator 

in charge of the bill why the committee makes a distinction 
between these municipal employees engaged in operating water
works and electric light plants and street railways, where they 
are owned municipally, and other municipal employees? 

Mr. SMOOT. One very good reason is because of a decision 
of the Supreme Court of the United States. 

Mr. COPELAND. I expected the Senator to say that. I 
would like to have him point out--

Mr. SMOOT. There is another good reason-that money is 
received for the operation of those plants. There are profits 
to the cities in many cases-in fact, I think in all cases-and 
the Supreme Court has held that the compensation of such em
ployees is taxable, and I do not see why it should not be. 

Mr. COPELAND. I believe the Senator is mi taken about 
the Supreme Court There was a district court decision, just 
as there have been district court decisions on the other side 
of the question, but I do not think the Senator can 1·efer to any 
Supreme Court decision in the matter. I want to say further, 
since the Senator bas not replied to my question--

Mr. SMOOT. The Supreme Court decision was handed down 
on January 11 of this year. 

Mr. SHIPSTEAD. 1\Ir. President, I would like to hear what 
is being said on the other side. 

Mr. SMOOT. The Supreme Oourt decision was banded down 
January 11 of this year. 

Mr. COPELAND. If it is actually a fact that the court has 
so ruled, of course I am out of court; but I can not under
stand why there should be any distinction. In my city the 
employees of the water department are on exactly the ame 
plane, they have the same standard of salaries, lliey a1·e sub
ject to the same retirement consideration with all other em
ployees. They are just exactly in the same situation, and I 
can not see how an employee helping to serve a city with 
water should be any different in the eyes of the Income tax 
law from a citizen of my city who is cleaning the street or 
putting down sewers. 

Mr. SMOOT. It doe~ not apply only to employees of water
works, but also to those of street railways. 

Mr. SHIPSTE.AD. Will the Senator from Utah yield for a 
question? 

Mr. SMOOT. In just a moment. The decision of the Supreme 
Court applies to the employees of street railways; it applies to 
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tho ·e of the electric-light plants and the g!ls plants of the city. 
~'herefore they are not exempt. 

Not ouly that, but when this blll becomes a law there will 
l1e a $3.500 exemption for the employee and his wife and an 
extra exemption of $400 for each child. In other words, the 
cmployl•e would ba ve to rccei ve a salary of $4,700 before he 

··m!d ever puy a cent of tn.x, and there are not many em
ployt-es who are receiving more than that. Under the existing 
Ia w. of cour.sC', the exemption was not sufficient to take many 
of thc lll in, uut undrr the pcnuing bill "Very few employees 
will eYer have to pay any tax. 

Mr. COPEL.A.ru. "'hat would be the nEltude of the com
mittee toward a proposal to remit the taxes o.f these men? 

l\lr .• ::\lOOT. I thought perhaps those tax(!s did not amount 
to very much, and thut thut could lJe done, lmt after an in
vesti~ation the dcpartffient thougilt it would be very unwise to 
nn<lertake to do that. 

1\lr. COPEL.A~J>. How much would it be? 
:Mr. S:llOO'l'. 'l'l:.e ofticials could not say, but it would run into 

the millions. 
Mr. COPEf .. .:U~D. There are many of .the~.c employees, and 

nobody 1. better l>reparecl to consider this question than tho 
Yic rre ident him ·elf. Here are a lot of city employee , many 
of them low &'llarled, comparatively, and l.>ack taxes and penal
ti~s have lJcen piling up. By our action to-night we have 
gotten rhl of the penalties, but buck taxes for t.hese past years 
they can not pny; they can not get the money. 

I wa. !'omewhnt in f'YIDl>athy with the Senator from South 
Carolina in thi · matter, becau .e the ·e employees have been 
U!'- ~U f('d by ofiicinl.:; of the department that they would be 
rellc-ved. I have here a bheaf of n.ffiduvits from waterworks 
employee; . tating that the internal-reyenue authorities have 
~a!u tilnt they are exempt and that tiley were exE-mpt. It is a 
great pity. it seems to me, to allow Ulis imposition to bo 
pl (•ed upl)n these per;;:ons. 

Mr. S~IOOT. 'l'lle Senator must know that if we exempted 
these few from payment we would have to r fund all that had 
hcen collected from the others. I thought lhe Senator was 
perft'(.·tly . nti ;tied to go thiH far, and I rather insisted with 
the department that this be agreed to. 

i\Ir. COPELAND. Let me say that that was the understand· 
in~. but sin<'e thnt time I have lJeen given as.·urance that there 
was no Rupreme Court decision. If it is as the Senator says, 
how 'Yer, t11e mattN is exnctly as he thought it was. 

Ur. SIIIPSTBAD. l\Ir. President, I send an amendment to 
the de;.;k, which I a. ·1{ to have reported. 

The VICE PRESIDENT. The clerk will state the amend
ment. 

'l'he CniEF CLERK. On page 47, after line 21, to insert the 
fol!owlug: 

(14) Any taxes imposed by the r:e>enue act of 1924 or prior r~v~nue 
nets upon any !r.dividual in rl:'~pcct of amounts reteived by blm as 
compen.·ntlon for p r 'ODal services as an oillceor or employ e of nny 
State or- pollt1cal subdivision thE"r<•of (<'X('C'pt to the extent that such 
co:npen ntlon 1 pnld by the Uniteu States Government directly or 
inclirectly) ·hall, subject to the statutory pel1.od of limitations properly 
apL)lil'able thPreto, be abn ted, rredH('(i, or refunded. 

l\Ir. SMOOT. This simply goes a little further tllnn the 
amendment offered by the Senator from New York [:\1r. CoPE
LAND]. I hope this will not be adopted. It is in the fuce of 
a d<.'c:iBion of the Supreme Court. I can not say anything more 
than I ~aid in regard to the amendment offered by tile Senator 
from ... ·ew York, except that this goes furthe1· and refunds 
everythln~ that has been paid. 

Mr. SHIPSTEAD. I am advised that the Supreme Court 
deci.->ion did not cover the subject of an employee of a city; 
thut that decision covere<l the proposition of a mnn who held 
a contract to manage for a city u watcrwodrs department, an 
entirely dtiierent question. 

This would exempt employees of n subdivision of a State. It 
cover· a field which I t.hink the :-;upreme Cvurt hns held time 
and time again is not a Slll>ject of Federal taxation. For that 
rea ·on I think thi~ amendment ou..,.ht lo be adopted. 

'l'his would put the employees of tllc city in the poc;itlon 
they have al ~ays been in under the law and under the Consti
tution. that tile Fed£'ral GovernmPnt can not tnx: their in
come.~ wilen tho ·e incomes are paid by the city and they ar 
bonn fide employees of tlw city. I think I am ri~ht when I say 
that. the upl'erne ourt diu not go so far as the Senator from 
Utah claims. 

:\Ir. SMOOT. The only ground upon which municipal em
plo~·cc can lJe exempted at all is found in a provision of the · 
CtJu ltituti n. \\·here that has application, where they are 
workln~ f· r the g vernruent, as in the ca~e of laborers upon 
the stl·eet antl all that class of employees, they are exempt to-

dny. Wllere an indu:::;try is started, Ilke a street railroad or 
a lighting plant, perhaps in competition with a private com
pany that has been established lJefore, and they charge the 
same rate and make money in the r-;ame way, it seems to me 
there ls no jm::tification for asking that the <'mployccs be ex
empted if they are receiving more than Si!,700 a year. That 
is the amount they will have to receive before they would have 
to pay anything under the provisions of this bilL I do not 
think anyLody will suffer who is drawing that amount of 
salary. 

Mr. SHIPSTEAD. On that assumption, why exempt ar\y city 
employee? 

1\lr. S~\100T. De-cause the Constitution compels it. 
Mr. SHIPSTEAD. The Senator does not deny that they 

work for the city? 
Mr. SMOOT. They work for an organization or a busin0ss 

concern operated by the city. That is quite a dltrcrent thing 
from working for the city. 

l\1r. SHIPSTEAD. I do not sec the Senator's di~tinc•tion. 
But I do not care to prolong the dclJate on thi~ question. I 
a~k for a vote on the a ruendment. 

The VICE PRESIDEXT. The question is on agreeing to th ~ 
amendment offer0 d lJy the Senator from Minnesota. 

The amendment wns rejected. 
Mr. HAHRISON. Mr. President, I ask unanimous <·onst-nt 

that the vote by which the Senate amendment on pur, ·~ 2!iH 
touching the terms of ofJlce of members of the Board or T r1x 
Appeals be reconsidered. RO that I may offer an amendment. 

The VICE PHIDSIDENT. Is there oujC'ction to the l'<'11U£'gt 
<?f the Senator from 1\Iissh;sippi? The Chair hears noll(.>, anti 
the vote is rN:onsid red. 

1\Ir. RAHRISON. I offer the amendment, which I seml to 
the desk. 

'l'he VICE PUESIDENT. The clerk will stato the amend
ment. 

Tile CurEF CLERK. On page 2G6, to strike ou t JinC's 8 to 21, in
clusive, and to insert in lieu thereof the following: 

"(b) The terms of offico of all rucmbe.rs who nrc to com poRe tho 
board prior to June 2, 1926, shall expire at tho end or June 1, 1926. 
The terms of offico of tbe 16 members first taking office aftt•r -"U<'h 
date shall expirE>, as dt'Rlgnated by the President at the time of nomi
nation, 4 at the end of the third year, 4 at the ~nd of the fourth 
yeat·, and 4 at the e11d of the fifth year, nn<l 4 at the t'nd or the 
sixth year, aftPr June 2, 1026. The terms of office of all succpssOl'R 

shall expire six years after tlle exr;>irnt1on of the terms for wiJkh thr.lr 
predeces.sors were appointed; but any member appointed to fill n va
cancy occurring prlor to tlle expirlltlon oe the term fot· whil'h hiH 
predecessor was appointE>d shall be nppointl'd only fo.r the unexpired 
term of his predecessor." 

l\lr. S:\IOOT. The only changes the Senator's amcndm!!nt 
makes is on line 13, the fourth year, where tile Senator 
strikes that out and makes it the third year? 

l\Ir. IIARUIS N . Yes. 
1\lr. S:\100'1.'. And on the same line, the slxtlt year, lle 

strike~ thnt out and makes It the fourth yC'ar? 
l\Ir. HA.RRISON. Yes. 
1\lr. Sl\100'1'. And the eighth year, he mahes the sixth 

year. 
Mr. HARRISON. The fifth year. Then on the snme line, 

where it provide::; for the tenth year, it sllould be the .·ixtll 
year. 

Mr. SMOOT. Yes. 
Mr. HARRI 1 0N. In other words, it mak<'S the term~ of tho 

members of tile Tax Appeals Board G year8 in::;teau of 10 
yrars. 

Mr. S~IOOT. 'l'hcn the terms of office or all succe sors 1 he 
Senator mnkeB six year::;. 

Mr. IIAH.HI~ON. The amendment carrie8 tllnt wlth Jt. 
Mr. KL TG. It I'etluces the teuuro. 
1\Ir. HARH.ISON. The latter part of the amendment rarrles 

with it a provi~ion Umt tile term shall be 6 yeurs instead of 
10 years. · 

It would seem to me. 1\Ir. President, that 10 YNlrs is rathC'r 
too long a term of oflice for the memlJers of the Doard of 'l'nx 
App<'a ls. I have been one of those w)lo believed that to a very 
great extent to the Yictor belongs the . puils, and I think thut 
each administration ought to have people within it who are in 
sympathy with it and its policies. It ·would seem to me that 
six years ought to be a long enough term for members of the 
•rax Appeals Board. 

1\Ir. SMOO'l'. I wish to say that of course the amendment 
wiH have to go to conference and the House more than likely 
will lm;ist upon tile term of yeurs they hnv fixed, wilich is 
a great deal longer tilan eveu the Jenate Committ~e on Financo 
reported. 
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1\fr. UA.RRISON. I unclerstand they desired to make tt a 

life term. 
l\Ir. SMOOT. Oh, no; I tllink not. 
Mr. HAURISON. I think that idea was in their mh1us for 

n while, but they finally got away from it. 
1\Ir. S. lOOT. The only objection I have to the Senator's 

amendment Is thnt it is very doubtful whether we could get 
men for ,;::ncb n short term to give up their lmsineRs to take 
th<'se positions and carry out the work. They woulcl naturally 
prefer to make it n life business or a 1m·ge portion of their 
life brlsinesR. A first-clal's attorney can not afford to leave his 
business and break it up to take a po. ition here for six 
years. 

1\Ir. HARRI~ON. We have 90 men in the Senate who are 
willing to come in for a term of Rix yearA. 

1\Ir. SMOOT. That is our attitude, I V~ill Ray to the Senator. 
I hope the Senate will not agree to the amendment. 

Mr. HARIUSOX. I will not ask for the yeas und nay~ 
hnt I do ask for a division on the question whether or not we 
shall make it a 6-year term or a 10-ycar term. 

Mr. HEFLIN. I sugge t to the Senator that be ask for 
the yeaR and nay . 

Mr. HARRISON. Very well; I call for the yeas and nnys. 
Tho yeas and nays were ordered, and the Chief Clerk pro

ceeded to call the roll. 
Mr. FERRIS (when his name was called). 'Vith the ex

planation I have previou ly given of the transfer of my pair, 
I vote "yea." 

Mr. FLETCHER (when his name was called). I tranRfer 
my pair with the • enator from Delaware [1\Ir. nu PoNT] to 
the Senator from Alabama [~fr. U~DERWOOD] and vote "yea." 

Mr. "'ARTIE~ (when his name was culled). Has the junior 
Senator from North Carolina [Mr. 0VERM.A ~J voted? 

The YICE PRESIDE.XT. That Senator has not voted. 
:Mr. WARREN. I have a standing pair with the junior Rena

tor from North Carolina. I transfer the pair to the Senator 
trom Mas achu etts [1\Ir. GILLETT] and vote "nay." 

The roll call was concluded. 
Mr. KI.1 .,.G (nfter havin,.,. voted in the affirmative). I have 

heretofore vot('d " yea." I have a general pair with the senior 
Senator from Colorado [l.Ir. PHlPP ]. I transfer that pair to 
the senior Senator from Rhode Island [Mr. GERRY] and per
ruit my vote to tand. 

Mr. FERNALD. I have a pair with the senior Senator from 
New Mexico [Mr. Jom>:s]. 1 transfer the pair to the junior 
Senator from 1\linnesotu [Mr. ScHALL], and vote "nay." 

Mr. BLEASIIJ. I transfer my puir with the junior Senator 
from MLc:souri [l\1r. ·wu.r.uMs] to t1Je senior Senator from Ari
zona [Mr. AsHunsT], and vote "yea." 

Mr. JO ... .,.E ' of Washington. I wish to announce that the 
Senator fr0m "\Vi~consin [Mr. LE. ROOT] is nece sarUy absent. 

:Mr. NOIUU . The junior Senator from Nebraska [Mr. 
HowELL] is una Yoidably detained. lie is paired with the Sena
tor from K£·ntucky [Mr. ER. ·sT]. 

I al. o wi~h to state that the senior Senator from California 
[Mr. Jou.:.-. ·os] is necessarily absent. He is paired with the 
Henior Senator from Arkan~us [Mr. RoBINso. ]. 

Mr. McKELLAR. I wa requeRted to announce that the 
Senator from 'Vest Virginia [:l\!r. NEELY] ls unavoidably ab
sent. If pre:::;ent, he would vote " yea.'' 

Mr. UOPELA. ... 'D. 'l'ho junior Senator from New Jer~>ey 
[ ... Ir. EDWARDS] is unavoiuably absent. If he were present, 
he would yote ",vea." 

Mr. CA.IERO... (after having voted 1n the negative). I 
have n pair with the junior Senator from Washln;;i;on [Mr. 
Diu.]. I transfer that pair to the f'enior Senator from Iowa 
[Mr. Cu:r.un~s] nnd let my vote . tn.nd. 

.Mr. JO.~. 'E of Washington. I wiHb to announce the fol
lowing general pairA : 

'l.'lle Senator from ConnectJcut [Mr. BINGHAM] with the 
Senator from Nevada [Mr. PITTMAN] : 

The Senator from Tilinois [Mr. McKINLEY] wit.b tile Senator 
from Virginia [1\Ir. SWANSON) ; 

The Senator from Colorado [Mr. MEANS] with the Senator 
from Texa.· [Mr. :M.A1'TIELD] ; 

The Senator from Vermont [Mr. GREXNE] with the Senator 
from :Montana [Mr. WrrEELER] ; • 

The Senator from California [Mr. JoHNSON] with the Sena
tor from Arkan. a. (l\Ir. Roon7so ~] ; 

The Senator !rom New York [M1·. W .ADBWOBTB] with the 
Senator from West Virglnla [Mr. NEXLY]; 

The Senator from Iowa [Mr. nnooKHABT] with the Senator 
from Arkan. n [Mr. 0ARAWAY] ; 

The Senator from Ohio [Mr. FEss] with the Senator from 
Mi ·si sippi [Mr. STJtPHENs] ; 

The Senator from Vermont [1\Ir. DALE] with the Senator 
from Tennessee [l\Ir. TYSON] ; and 

1.'he .;enator from Idaho [l\fr. GooDING] with the Senatol" 
from .{ontana [:Mr. 'VALsH].' 

Tl;.e result was announced-yeas, 26, nays 28, as follows f 

lln.ya.rd 
Blcnse 
~rattan 
Brou:>sard 
C"opPland 
Ferris · 
l1'Ietcher 

Entler 
C'umrron 
Dent>en 
Jr.d~e 
J:.'crnald 
Golf 
Ilule 

Frazier 
G~rge 
Glass 
Harris 
Hani,;on 
n~flin 
Kendrick 

Yl!lA8-2G 
King 
L'l I< ollette 
:Me Kellar 
Norris 
Nye 
RflnRdc>ll 
Heeu, l\Io. 

NAYS-28 
Harrclll 1\Ioses 
Jones, Wash. Norb<'ck 
KeycH Oddle 
MciAc>nn l'epper 
McMaster l'lne 
McNarv Heed, Pa. 
Metcalf Robinson, Ind. 

NOT VOTING-42 

A~bnr t D111 Jones, N.Mex. 
Bingham ~u Pont I.Rnroot 
.nornh Edwards McKinley 
Brookhart I1~rnst Maytleld 
Bruce Fe:<s Means 
Capper Gerry Neely 
Caraway Gillett Ov0rman 
Cou7Pns Gooding l'hlpps 
Cummins (~reene l'lttman 
Curtis Ho\ P-11 Robinson, Ark. 
Dale Johnson Hchall 

Sheppnr«l 
SbiJ)Rtead 
Him mons 
~mith 
Tramm<.'ll 

Rnckett 
Smoot 
~tanfleld 
Warren 
Wubion 
W<'IIE>r 
Willis 

Shortrlclge 
't«-pbcns 

SwanAon 
'].'yflOll 
Underwood 
Wadsworth 
Walsh 
Wheeler 
Wllllams 

So Mr. HARRiso~·s amendment was rejected. 
Mr. KING. Mr. Pre. ident, I bad intended to offer an amend

ment to the provision uealing with the Board of Tax Appeals, 
reducing the salaries from '10,000 to $7,500. I shall await 
a more propitious moment and will ofl'cr the amendment to
morrow. 

Mr. FLETCHER. :Mr. President, I dc~lre to offer several 
amendments. I ~end the first one to the desk. I think thet·e 
will be no objection to it. It is an amendment whi<.'h provides 
for certified copies of returns in certnin cases. There is no 
provision in the bill for a <'ertifled copy. 

!fr. Sl\IOOT. Has the Senator's amendment been printed? 
1\Ir. FLETCHER. It has not been printed. I referred it to 

the department. 
Mr. SMOOT. Let the amendment be rencl. 
The VICE PRESIDENT. The amendment will be read. 
'l'he CniEF Cu.:nx. On page 113, line 2, after the word "in

spection," insert "and certifi<·d copies thereof shall be fur
nished," so as to read: 

They shall be open to Inspection, and <'ertificd copies tbt>reof sball be 
furnished only upon tlle order of the !'resident. 

Mr. SMOOT. · I see no objection to the amendment. 
Mr. HI-JED ot renn~ylvania. It is perfectly all ri~ht. It 

will be a great help to heirs where the ancestor may have 
lm.;t hi return. 

Mr. l!'Ll'~'l' ·IIER. I think ~o. There are certain regula
tions coverin~ it, hut this "111 put a provi~;:lon in the law 
authorizing certified copies. 

1\!r. REED of Pennsylvania. Wonld the Senator from Flor
ida accept a modification providing for a proper fee for the 
preparation of such certified copies? Thnt seems to be only 
reasonable. 

1\Ir. FLETCHER. I bnve no objection to having it fur
nished at the expen~e o:t' the applicant. 

Mr HEFJD of Pennsylvania. YeH; or pt·ovide that it shall 
be f~rnished tor a rea onable fee to be fixed by the commis
sioner . 

Mr. FLETCHER. I have no obje<'tion to that modification. 
The VICE PRESIDENT. The clerk will report the amend

ment us modified. 
The CHIEF CLERK. On pnge 113, line 2, after the word "in

spection," insert " and certified copies . thereof s1Jall. ue fu~; 
n1 bed for a reasonable fee, to be fi.1:ed by the commissioner, 
so as to read : 

They sball be open to inspection and certified <'Opie ther<>o! sbnll be 
furnished, for a reasonable teo to be tl:i.ed by the commts"ioner, only 
upon too order of the President. 

Tb'e VIOID PRESIDENT. The que ltion is upon agreeing to 
the amendment as modified. 

The amendment a mod.i1led was agreed to. 
Mr. FLETCHER. I offer another amendment, w1Jich I 

send to the desk. 
The VICE PRESIDENT. The amendment will be stated. 
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The CIIIEF CLEnK. On page G3, after line 13, insert: 
( 11) A r asonallle addition to n res2rve for futme expense llal>lll

tic , under ucll regulations ns the cummlsl'lioner, with the approval 
of the Secretary, mny pre:<•cri!Je, if in the opinion of tlle commls.:;loner 
surh r l·rve or such audition thereto is necessary in order clearly to 
reflect the income. 

2\Ir. KL TQ. I wi~h the Senator would explain the amend
ment. 

Mr. }1-.LETCITEH. It ennl>les a ren ·onable re~erve to be pro
vltle<l for under regulations by the commissioner nnd where 
th <:ommi:->><~ium!r 1lnd;; that it is ncees~ary in or<ler cle;nly to 
reflect the income, tlJese reRerves being such as are contracted 
for and not mere SUllpositiou::; reserves, but reserves that are 
actaully contrncte<l for. The nmendment provides for "a 
re:u;onahle addition to a reRerve for future expense liabilities." 
I cnn ~ee no pos i!Jle ohjection to it, since it leaves the whole 
mnttl•r in the hnn<ls of the commls::;ioncr un<ler such regula
tion.· as lie, wlth the approvnl of the Secretary, may prescribe, 
if in the 01:lnion of the commissioner such reserve is necessary 
in ordex c1~ nrly to reflect the iucome. 

Mr. HDI•JD of PennRylvanin. The effect of the amendment 
would be to sm;pend from current income a 1·eserve to tnke 
can• of expenst>s that might last oYer so long a period as a 
humln:d year.'4. Let me illustrate, nud Senators will under
stnucl thoroughly what is meant. 'Vherc a corporate mortgage 
is made to a trustee it is customnry for the compensation of 
the tru~tce to be paid at the moment when the mortgage is 
(>Xeeuteu. And yet the agreement of a trustee is to register 
bond'j and take cure of the certifying of bonds and the satis
faction of the wortgnge throug-hout, perhaps, a hundred years 
or tlle life of the bonds. Tllis proYiRlon would allow that 
<~orpornte trustee to set up a reserve ngainst its receipts nt 
tlle time of the e.·t·cution of the mortgnge to take care of a 
hmulre<l rears of expenses in the performance of its duties as 
tru t<'l'. I think the provision goes altogether too far. 

A: I under ·tan<l the motive of the Senator from Florida, it 
i.· p:trticulurly to take care of those ca ual cases where a ~r
son wl•o is not in a business that entails the doing of the same 
thin~ o er nntl over again undertnkes future liabilities, and 
a~ainst that there would not be the same objection; but take 
a concern like a trust company that is acting as trustee 
uu<ler a hond is ·ue. 

They do • uch things every week or so, and the expenses and 
the current receipt~ wash themselves out as they go along. It 
ic;; nll wron~ to set up a complicated r;:;yAtem of bookkeeping 
which requires n return to be kept opeu for decades to come. 
It is much better to let the current expenses nnd tho current 
receipt· ~--et tllem~·ph·es off one ngalnst the other. I am sure 
the ~l' tntor from l!"lorida will not imdst on going as fur as this 
amendment doe . It is not nC'cesfmry to tnko cure of casual 
sah• · by uny snell provLqion a. thi . 

lr. FLETCHER. I had not contemplated extending this 
nmeiJdment ~o tnr a the Senator from Pcnn~ylvania eems to 
apprehend. I am trying to cover ca._('S wh2re the1·e is an ap
parE.'nt profit on sales. for instance, or in any financial trans
uction. but that profit is not a tenl profit uocause the purty 
engaged in the trau~action, the seller, for instance, of property 
llar nn oLll~atiou outstanding to make certain improvements 
upon tllut property or incur certnin liuhillties in respect to tho 
trn n:-;action over a period of years and bus not made a profit 
this year b cnuse apparently there is a profit in the transac
tiou he is engaged in because he has obligations which he 
must lnc·ur and which will cull for expenditures on his part 
in tho future. 

I hnve ot!ercd this nmendcent simply to provide for reason
able re erves, E~uch as the commissioner will approve, in order 
to tnke care o! expenditures it is necessary to incur before 
any profit is made at all. I do not think it would cover such 
an l•:xtL'nsivo ca. c as the Senator from New York has m 
mind. I helleve the amendment ts thoroughly safeguarded by 
provision for rf'gulutions to be made by the commissioner, with 
the aptlroval of the Secretary. It i:; only in cases where he 
iN clcnrly connnc£'d thnt it is intended to reflect the real in
com£' t!Jat it 1:; intended to be avail<'d of. 

~ Ir. EDGE. Mr. Presl<lcnt, wlll th(' Senator from Florida 
yield to me? 

Mr. FLETCIIER. I yield. 
Mr. EDGE. It 1 · the Senntor from Pennsylvania particu

lar!~· to whom I dC'sire to a<ldret;S my sugge;;,tion. I am wonder
ing if tile 8enator from Penllilylvanla would not agree to 
act·ept the amendment lllld let it go to conference? It seems 
to me that tho· amemlrneut proposed by the Senator from 
Florida coYers a very nece~sary tleld in some parts of the 
country where development and investment are being carrie<l 
on on a large ~<.'ale. If the amendment could be reworded so 

as thoroughly to protect any future situation, woulU not the 
Senntor from Penn ylvanin accept it and permit it to go to 
conference? . 

Mr. H.EIDD of Pennsylvania. If the Senator from Florida 
would present nn amendment which covered such a case as 
he has described, I thluk there would not be so much difficulty 
about it. This nmendment goes much too far. It i::; perfectly 
proper to set up a reserve, I think, against such an undertnking 
as the Senator has described, if the taxpayer will give bond 
to protect the GoYernment for the payment of tnxes if he 
should not apply his income toward the performance of his 
undertaldngs. 

1\Ir. EDGffi. 1 agree with that thought. I think thnt there 
should be a protection in the way of entering bond or some 
other method ; but, with that protection, I do think the bill 
should provide for the setting up of n reserve to encourage de
velopment of that character. I think it is a step in the right 
direction. I think there should be something in the 1,111 that 
would permit the conferee , at least, to try to work it out in a 
businesslike mauner. 

1\Ir. REED of Pennsylvania. I understood the Senator from 
Florida. had under consideration an amendment which wonltl 
more specifically take care of the caso. If ho has, I '";ould be 
interested to bear it. 

1\Ir. FLID'l'OHER. I have another amendment, but it only 
applies to a ca~ual snle, to isolated trani;uctlons. However, I 
have no objection to having it rend. 
· l\fr. SDB!ONS. Why does not the Senator npply the prin
ciple of this amendment to the case that he has just !:ltnted? 

Mr. REED of Penm~ylvania. May we have the alternative 
amendment of the Senator from Florida read, Mr. President? 

The TICE PUESIDE~T. The clerk will rmd the amend
ment. 

The CniEF CLERrc On pa:;e 53, after line 13, insert the fol
lowing: 

(11) In the case of a cnsunl sale or other di>~posit1on of real prop
erty, a reasonable addition to a reserve for fut11ro expen e linblllt1es, 
incurred under the provlsions of the contract undeL" which such !Htle 
or other disposition was made, und!'r such regulations as tho commis
sioner, with tho approval of the S<'cretnry, may proscribe, inclt11llng 
the giving of a bond, with such sureties and in such sum (not le ·s 
than the estimated tax llah1llly computed without tile benefit of this 
paragraph) ns the comml::;Rioncr mny require, conditioned upon the 
pujment of the trur: (computed without the llencfit of this paragraph) in 
respect of any amounts allowed as a deduction under this parnbl"aph 
and not actually expende<l in carrying out the provisions of such 
contract. 

l\Ir. REED of Pennsylvania. Mr. President, it seems to me 
that that exactly covers the necessities of the case and does 
it with a proper safeguard to the Government. I hope the 
Senator will agree to substitute that for the first amendment 
which he sent to the desk. 

Mr. FLETCHER. There is one objection to it, Mr. Presi
dent. Of course I know the term " casual sale " is used in the 
bill, but I do not like that expression very well. 

Mr. Sl!\DIONS. The Senator inserted something else in ad
dition to the words "casual sale," I think. ·what wns that 
addition? 

Mr. FLETCHER. It was "or other <lisposition of real 
property." 

~Ir. SL.DIONS. Does not that cover it? 
Mr. FLETCHER. That covers the ~isposition of real 

property. 
Mr. REED of Pennsylvania. It seems to me that docs cover 

it. If it is not a casual sale, then the thing washes itself out 
in the current operations of the taxpayer, but if it is a casual 
sale, then it needs the protection the Senator has in mlncl. 

Mr. FLETCHER. I would rather have the first n.mend 4 

ment suggested, and I would be willing to ndd, if that would 
meet the view of the Senator from Pennsylyania, a provision 
for n bond in the first proposal. 

1\Ir. REED of PennAylvauia. I do not think it ought to 
apply except in cases of casual sale such as the Senator has 
provided for. 

l\Ir. FLETCHER. Mr. President, I should like to get the 
sense of the Senate on the first amendment propose<l by me. 
I offered the first amendment. I simply referred to the other 
amenc:lment so as to give notice that I would offer it. 

The VICE PHESIDE~T. The question is on the first amend
ml'nt submitted hy the Henator from Ji'lorida. 

Mr. EDGFl 1\Ir. Prel'lident, will not the Senator perfect his 
fhst n men<lmen t by i ndutling a provision for n bond? 

.Mr. FLI~'l' 'IIEH. I will ndll to the !lrst amendment r.ft cr 
the wor<l "income,'' tll' l: st '"·or<l iu the amt•nt1rnent, 1 
wor<lH: 
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upon tht> giving of n bond, with Ruch suretiE'.s anl1 In s'llch sum (not 
leHs than the el'lt1mated tnx linu1ltty comput<>d without the benefit of 
thll3 paragraph) as tho commtsl'ioner may rcqnir<', con~lltionrd upon 
the payment of tho tax (computed. without the lwneftt of this para
~npb) tn l' f•~;pcct ot any nmounts nllowed as a cleduetlon under thi~ 
paragraph nud nnt nctuully expended in carrying out the provisions 
of suC'h contrnct. 

I add that to the fln:t ameurlment to come in after the 
word "income,'' being that portion of the ~econd proposal I 
Hnbmitted with regard to the giviu~ of bond.. That meets the 
suggef'tion of the ~enator from Xew Jerl::!ey, does it not? 

l\Ir. EDGR I think that woul<l be entirely ,·afe to the Gov
ernment an<l would Le an encouragement to Lusiness develop
mPnt. 

'l'lle 'V1CB PHESIDENT. The que!'<tlon is on the fir. t amend
ment of the Senator from Florldn, as modified. 

TllP nmen1lment Uti modified wn ~ rejectt d. 
1\Ir. FLETCHER. Then, ~[r. President, I offer the second 

amendment, and I think there will be no objection to it. 
rrhe \"ICE PRESIDE~ r'l\ The amendment will be stated. 
The CHIF.F CLERK. On page G3, after line 13, it is proposed to 

inl-'el't the followin~: 
On pa~e G3, after 11m' 13, to in"ert: 
"(11) In tbc ca"c or a cn-<ual sale or other c1iRposltion of renl prop

Prty, n rea~onuule addition to a reserve for future exponsc liabilities 
JncurrC'd unuer the proviRions of tbc con1ract under which such sale or 
other dil'positlon was ma<le, nmler such r<'gulations as the commis
eioner, with tl1o app1·oval of the Secretury, may pre:cribe, indudlng 
t11e giving of n bond, with such sureties und in 1!1UCh I'UID (not lP~S 
tbnn the estimale1l tax liahility computed without the benefit of this 
paragraph) as tbe commis~lonPr may t·equire. coudltloncd upon the pay
mc·nt ot the tax (computf'd without the lv neflt of tbls paragraph), in 
re!'lpcct of any amounts nllowl'd as n de<luction under thlR puagrupll 
untl not actually expt>nllet1 in currying out the provitdons of such 
contract." 

'l'lle VICE PRESIDE~ "T. The que:;:;Uon is on agreeing to the 
amcudment proposed by the Senator from ll"'loridn. 

The runendment was a~eed to. 
Mr. FLETCHER. Mr. President, I desire to offer an amend· 

mcnt now with reference to cigars. 
I w1ll f:ay that as the bill comes to the Senate there has been 

a reduction provided in the tax on cigars. In the act of 1924 
the tax on dgnrs manufactured to retan between 5 cents and 8 
cents was 6 u thousand. 'l.'he llouse bill made the tax $4.50 
n thousand and the committee ha reported in fa'\"or of $3 a 
tllou!4and, which is right, in my judgment. 

On cigar " manufa<•tnred or imported to retail at more than 
8 cPnts each and not more than 15 cents each " the act of Hl24 
impoged a tax of ., !) a thou~and ; the Hou e bill made lt $7 a 
thou~and and the Senate committee has reported in favor of 
$5 a thou. and. I tllink that was a very fair and proper reduc
tion to make. TlloRe nmcndmrnts have been ngreed to. 

My amendment now i to strike out the tlgures "$10.ri0" 
in line 5, on page 213, and insert ". 7." I have always ha<l 
in mind that it onght to be G, whi<:h would be u 130 per cent 
reduction from the pre ·ent law, and that is what ought to be 
done. We haYe ruade such a reduction in the two cln!'IF:c:>s I 
have mentioned; dnsses A, D, A.nd 0 have been allowed prac
ti<'nlly a GO per cent rertuctfon from the pl'e cnt. lnw. Remem
h<'r that the tax prior to 1!)17 was only :r:l a thousand fiat on 
dasse,;:; A, ll, C, D, nnc.l E. In 1!J17 the tax was increas<>d. Dnr
ing the war-thc.·p were war t:n::e..-;, mind you-we made the 
tnx on cln .. ~ A cigars, thoc:e that !'ell for G ('ents ead1, ., 4 per 
thousand. ·we m~dc the tax on clasH B eiga1·s, those flclling 
for more than 5 cents nnd not more than 8 cents each, lSG per 
thou!':and. 'Ye mncle the tax on cln:s C cir-ar:o:, t1wse thnt sell 
fo r more than 8 c nts each nncl uot morE' than H> cents each, 
s-n per thou .. nnd. 'Ye mnde the tax on cln.~o~s D cigar:, thMc 
thnt Hell for ·more th:m l:i ( cnt.· each and not more than 20 
("CUtS each, $12 per tliOusnnd-mlnd jOU, from sa. On dn:8 
B cigar.', tlloFe tha t f:ell nt retail fo1· more than 20 cents enth, 
we mnde the tnx ·15 per thousand. It has nlmo. t de. trore<l 
the industry. Tho • taxes nre , imply utterly unren ~ onable. 
They arc ine.·cu ·able e -ccpt in wur time:. Tiley are war 
taxes. 

Now we are trying to ~et away from tho~e war tnxes; and 
tbe committee ha,·e been very wise in the rc<lnctions they l1avo 
nuH1c, only they have not f:One far enough. Tlley have taken 
are of clas. e A, n. ann C quite well. rl'he rcdud.ions there 

nmount to practknlly uO I>er cent. I am simply asking that 
we give the f:Hme reduction to claHf:es D and fl. Tllo:-;e cia 'Se 
nrc lli~her pl'ked dgars. In tlle ca~e of clogs D, for instance, 
the act of 1 02·1 provided for a tax of , 12 ver thousand. 'l'he 
llon!-'e bill makes it .'10.50. There is a re (lucUon of 12~f2 }1er 
cent-llot GO per ceut, as it ougllt to be, but 121.~ per <:cnt. '.rile 

recludion on the cigars 1hnt retail ot il1ore than 20 cents made 
hy the House Lill h; from ~15 to $13.GO, a reduction of only 10 
per cent. 

You have reducred the taxeR on classes A, R, nnd 0 50 per 
cent; you have recluced the taxes on class D 12% per cent, and 
yon have rcdn<'e<l the tax on class E only 10 IH~1· cent. That is 
not fair. It is not fair fo u great industry thnt llns been built 
up, particularly in Florida. In Tampa the industry gives em
ploymeut to some 30,000 people. Tllere are euormous Rums of 
money invested in dgur mnnufacturin~-I am speaking of 
Tampa nlonc--au<l they ban~ built up a rluss of goods some
what different from ancl a much higher gr11<1e than are manu
factured anywhere else in the eouutry. 

Tbnt industry in '.I'ampn iH terribly strickrn by the high 
taxes imposed upon this kind of goods; ancl now you propol'e 
to perpetuate thof.:e war taxes in this time of peace, when you 
are reducing the taxc:-~ on other industrie.. There is not any 
indn ·try concerned in thlA bill where you have not mnde a 
greate1· reduction than 10 l.Jer cent from the war taxes except 
this. 

Mr. SMOOT. Oh, yc~ there is, Mr. President. 
Mr. FLETCHEU. I doubt it. 
Mr. SMOOT. The tnx on corporations is not reduced at all. 
:;\Ir. FLliJTCHER. From the war-time taxeli? 
1\Ir. SMOOT. Yes; from the WaJ.'-time taxes-12% per cent. 
Mr. COPELAND. Mr. President, will the Senator yield ·1 
The YICE PRESIDEN'T. Does the Senator from F1orid9. 

yieln to the Senator from New York? 
1\lr. FLETCHER. I yield. 
Mr. COPELAND. Is the Senator suggesting a change also 

in line 8? 
Mr. FLETCHER. The fir~t amendment that I am offering 

is to strike out " lO.GO '' in line 5, page 213, and make it 
·• . 7.00." It ought to Le $G. Then I propo~e to strike out 
"$:13.50" in line 8, and mnl\.e it "$8." It ought to be $7.50, 
jw;t half of what the present tax is. The pre8ent tux is $15 
per thou~and. 

Now let me ve1·y 1Jrle:fly explain this matter. I will not 
take up much of the time of the Senate. I will hurry right 
through. 

On cigars of classes A, n, and C, the reduction is practically 
50 per cent, as I have stated; but when you get to clusses 
D and El the reduction is only 12¥.2 per cent as to clas D, and 
10 per cent as to class E. One of the manufacture1·s writes me 
as :follows: 

We desire to imprec;s upon you and your colleagues that the manu
facturer hns no defiirc for any direct gain to him ln a ·king for the 
GO per cent rt>ductlon in tux on cigars. Ills only benefit will ariRc 1n 
the il1creuse in buslnrss brought about by a well-fiutlsfted consumer 
creating n lnrgt>r d<>mnnd for cigars of a standnr<l qualily ut reasonable 
prices, and this incx·ea:<e<l con!mmption of cigars will bring in an 
lncrea~d :revenue to tlle Government tbnt will in a gr n.t measure 
otrset tho reduction in tax. 

It is not for the benefit of the manufacturer, except that it 
enable~ him to Ih·e. He propo.c::es to make a bette1· cigar that 
you will get nt 1G cent: thun you are able to ~et now. Thnt 
wlll in<.:rer.se the demand for his goods, thnt will increase the 
commmption, and that will increase the re~enues to the Oov
ermneu t. 

TheRe factories have been falling off in recent yenrs. Twen
t:r-1-'even pC!r cent of the ci,gur-rnmmf:.wturing esbtblislnnents 
In this conntr~· hnve none out of busine~. in the> past year. 

l\fr. ~l\IOO'l'. Ci~urettes have taken their place. 
l\fr. PLI·JTUHER. Ycry largely cigarette~ A.re taking their 

J)la('(', be<:um~ people are not willing to pay the prices that 
you make IH:'<.:essnry by the. o llfgb tHxeR. 'J'his industry has 
to pay 110t onl.r the stnmp tux of $15 n tlwusund on cigar.·, for 
im;tunee, but it has to pay the customs dutle on ull the nnv 
material it u::;es. Prudically all that mnterht.l comes from 
Huhnna. It is imported. "'hy, juflt think for n minute what 
it means to the UoYel'nmeut. I will show you the figureH. 

Thef:c figures a re fot· tho Tampa rli1:'ti:ict ulone, if you will 
allow me to sfX'ak of that. I nm not lo<:alizin;; this thing, be
cau~;e tbe.·e ci~Hrs nn' manufactured in other pm·ts of the 
couutrv al:-;o: uut I I·uow the conditions in Tnmpa, and I hnYe 
the 1igltr('. as to the 1n<1nstry there. 'l'herefore I nm obliged 
to rcf<'r to Tumpa; but tl1c sume remurkA upy)ly to New York 
or Pe1m ylvnnia or Chicngo or ~t. Louis or anywhere eh;e 
where thl'~">C cigars nre math~. 

ln the Tampa dlstri<:t n1one the Government i1come from 
its two mnjor taxeH- tbat i.~. without l'l's.!:trd to tlle rupltal 
tnx, the hvo mnjor tn _·cs beln~ the revenue inx: ~nd the rus
toms duti<'s-in 1924 amouutetl to f;;:l,Sri6,7GG internnl-revc-nuc 
tax nnc.l ~1,8:>7,977 customs dntie:. In other wcmls, in Tumpn 
alone, where this inuu::l try, and particul:.ll'ly tlw mnking of 
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these class D and class E cigars, is established on the highest 
possible basis of efficiency and· good work, this industry paid 
to the Government in 1924 $5,714,743. I think we are entitled 
to some consideration here. That industry alone pays that 
much to the Government, and that is without regard to the 
capital-stock tax. 

Mr. SIMMONS. 1\Ir. President, I desire to ask the Senator a 
question; 

The VICE PRESIDENT. Does the Senator from Florida 
yield to the Senator ~rom North Carolina? 

I\Ir. FLETCHER. I do. 
Mr. SIM1\10NS. The committee, I think, was constrained 

to make the reduction on these low-priced cigars because the 
cigarette has come into violent competition with that class of 
cigars. I desire to ask the Senator if the cigarette has come 
as much into competition with the high-class cigars embraced 
in these two sections that he wishes to have amended? 

Mr. FLETCHER. I think not. 
Mr. SIMMONS. It was the competition of the cigarette, I 

think that moved the committee chiefly to make the ·e first two 
redudtions, and I think the impression of the committee was 
that these higher class cigars were not met by the same kind 
of competltio:p. ; and I think that is a very important fact in 
connection with the proposition which the Senator now ad
vances. 

Mr. FLETCHER. I think undoubtedly people largely got in 
the habit of smoking cigarettes when good cigars cost too much 
money. 

Mr. SIMMONS. But do the people who smoke these high
class cigars resort to the cigarette because it is cheaper, as 
the people who smoke these low-class cigars do? Of course, the 
people who use the low-priced cigars are people of very moder
ate means, and they have to consider the cost of. their smoke; 
and if they find they can get a smoke from the cigarette much 
cheaper, they resort to the cigarette. Therefore the demand 
for the low-class cigars has fallen off so much that the industry 
is not profitable. The man who buys the 20-cent cigar or 
the 25-cent cigar, however, does not care particularly about 
the price of his cigar. Be is not disposed to discontinue his 
u .. e of that high-priced cigar because he can get the cigarette 
a little cheaper, as is the case with the man who uses the low
priced cigar. 

Mr. COPELAND. Mr. President, will the Senator yield? 
The VICE PRESIDENT. Does the Senator from Florida 

yield to the Senator from New York? 
l\It·. FLETCHER. I yield to the Senator. 
Mr. COPELAND. There was a very distinguished predeces

sor of the present Vice President who said that the great need 
of this country was a good 5-cent cigar. 

Mr. SIMMONS. That is the reason why we reduced the tax 
on the 5-cent cigar. 

Mr. FLETCHER. That is all right. I have no complaint 
to make of that at all. That is a good end of the business. 
When, as a war measure, you increased the taxation on the 
5-cent cigar 33lh per cent, you ought to get back somewhere 
to the half of that; and then you increased the taxation on 
these cigars that sell for more than 20 cents 400 per cent. I 
am simply asking you to get back to 200 per cent. 

Mr. Sl\100T. Mr. President, does the Senator think that a 
man who smokes a 20-cent cigar is going to cease smoking that 
cigar because of a tax of half of 1 cent on the cigar? Does 
the Senator think he is going to quit smoking because it costs 
him half of 1 cent? 

l\lr. FLETCHER. He is not going to quit smoking unless yo~ 
drive the manufacturer of that kind of cigar out of this coun
try. You are tending here to crush out a great industry. 

1\Ir. SMOOT. No; the manufactur_er charges to the cost of 
his cigar just what it pays in taxes. Let me tell the Senator 
this : Take, for instance, cigarettes. Their use has increased 
1,000 per cent in the last few years. 

l\Ir. FLETCHER. I do not doubt it. 
Mr_ S~IOOT. There has been an increase of 1,000 per cent 

in the use of cigarettes in the United States. That has natu
rally affected the cheaper-cigar market; and the Finance Com
mittee cut the taxes below those that the House provided. 

Mr. FLETCHER. Somewhat. 
Mr. SMOOT. Now the Senator is pleading here, after I 

thought the committee had gone to the very l.in:lit--
Mr. FLETCHER. The committee has not touched this 

item. 
l\Ir. SMOOT. We have reduced the taxes $17,000,000 on 

cigars. 
Mr. FLETCHER. You get $44,000,000 out of this industry. 
Mr_ Sl\IOOT. We got out of cigars $43,000,000, and the 

House reduced that to $31,000,000, and the Finance Committee 
reduced it to $26,000,000, leaving a reduction from the prese!lt 

law under the committee bill as reported to the Senate of 
$17,000,000. 

Mr. FLETCHER. Yes; that is all right. That ought to 
have been done. Your taxation, as I say, has been on a war 
basis. There has been an increase ranging from 33lf.l per cent 
in the case of the low-grade cigars to 400 p r cent in the case 
of these cigars that I am talking about. It is absurd. You do 
not want to drive out of the country an industry that is manu
facturing these high-class goods, and let the people who enjoy 
that kind of goods be dependent upon Habana and ather foreign 
places for their supply. 

l\Ir. SMOOT. I have all of my mail separated in accordance 
with the demands made for the reduction in the tax on 
cigars, beginning with the 5-cent cigar, then the 10-cent 
cigar, then the 15-cent cigar. I have all of those letters, 
hundreds and hundreds that I have received, classified, and 
there was not one single letter asking for a reduction of tile 
tax on the higher-priced cigars. 

Mr. FLETCHER. That is most astoni<;hing. 
Mr. SMOOT. If the Senator wants to come over to the 

committee, I will be glad to show him all .of the letters. I 
thought that was rather astonishing, too. Most of them were 
in relation to the 5-cent cigar. 

Mr. FLETCHER. Most of them; yes. 
Mr. SMOOT. Next in number were those relating to the 10-

cent cigar. 
Mr. FLETCHER. Those classes, cla s A, class B, and class 

C constitute the main production, I know, and I am not find
ing any fault with the committee. On the contrary, I am com
mending them for tlleir wisdom in making those reductions. 
But my position is that It is not fair to stop there. I think 
the committee should indude the other classes. The Senator 
speaks about the letters he has received. I have recei-ved any 
number of letters and petitions of all sorts asking a reduction, 
and I think that this association, known as the Tobacco Mer
chants' Association, an organization representing cigar man
ufacturers all over the country, applied to the Committee on 
Finance, as they did to the Ways and Means Committee in 
the House, urging in the hearings a reduction of 50 per cent 
all down the line, in cla....<;:Ses A, B, C, D, and E. Th11t is the 
request they made, and that is what they urged before the 
Committee on \Yays and Means in the House, a reduction of 
50 per cent. • 

I am not asking quite that. Where the tax is $12 a thou
sand under the act of 1924, I am asking that it be made $7. 
Where it was $15 a thousand under the act of 1924, I am ask
ing that it be made $8. So I am not asking even as much as 
this Tobacco Merchants' Association has asked, an organiza
tion which has a membership all over the country and repre
sents this great interest generally. They ask for a reduction 
of 50 per cent. 

Mr. REED of Pennsylvania. Mr. President, will the Sen
ator yield for a question? 

l\Ir. FLETCHER. I yield to the Senator. 
Mr. REED of Pennsylvania. The Senator has stated that 

this business of manufacturing the high-priced cigars has been 
cut down by the high taxes. I would like to call his attention 
to the actual figures of production since 1918 and ask him to 
explain them_ 

The low-priced cigars, class B, which sell for from 5 to 8 
cents apiece, were produced in 1918, we find, to the number 
of 4,167,000,000, and the output of those cheap cigars, which 
we were taxing at $6 a thousand under the war taxes, declined 
to 1,273,000,000 in 1924, a reduction of more than 66 per cent. 
On the other hand, these class D cigars, about which the 
Senator is now talking, the 15 and 20 cent cigars, which we 
taxed at $12 a thousand, actually increased from 16,000,000, in 
1918, to 116,000,000, in 1924. 

The committee cut the tax on the cheaper cigars in half. 
from $6 to $3, and they cut the tax on the more expensive 
cigars less. They cut it from $12 to $10.50. In view of the 
fact that the number of cheap cigars was declining, that the 
industry was on the wane, while the cigars about which the 
Senator talks have increased in number sevenfold since 1918, 
does not the Senator think that what the committee did was 
substantial justice? That is a pretty long question, but, per
haps, the Senator will give it a long answer. 

Mr. FLETCHER. I think that what the committee did, as 
I said a while ago, is most commendable ; but they have not 
gone far enough. It may be that the consumption of these 
high-class cigars has increased. I hav-= 11ot the figures as to 
that. I have the figures as to the increaoo in population from 
1917 to 1925, namely, 11,320,875, an increase of 11.1 per cent. 
The total consumption of cigars decreased 1~349,436,790. or 
16.3 per cent, and the per capita consumption decreased 24.1 
per cent. 
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Mr. REED of Pennsylvania. But the decrease came fn the 

cheap cigars, where we have given the relief, and the consump
tion of these expensive cigars has increased sevenfold. 

Mr. SMOOT. The consumption of even class E cigars has 
increased 29 per cent, the cigars costing 20 cents and above, 
while as to the class D cigar, as the Senator has said, the 
consumption of that has increased 700 per cent. 

Mr. ]fLETCHER. There has been an increase in population, 
and there has been an increase in demand. The people have 
been able to pay a higher price for cigars, and they want some
thing good. I am not so sure that we might not have an 
improvement in the output of Cabinet meetings if they smoked 
clear Havana cigars instead of West Virginia stogies. I am 
inclined to think the meetings might be much more agreeable 
and better, with a possibility of getting better results. The 
people are learning gradually that in order to enjoy a satisfying 
smoke they have to have the Havana goods, and they are being 
consumed more and more where the people can afford to get 
them. Some people have not yet learned about these clear 
Havana goods which we make a specialty of making in bond 
in Tampa. 

Mr. SMOOT. Advertise more. 
Mr. FLETCHER. During 1925, it is interesting to note, 

Tampa produced, in round :figures, 490,000,000 cigars, of which 
84,000,000 were sold under class B, and 3,300,000 under class E. 

Mr. :NEELY. Mr. President, will the Senator yield? 
Mr. FLETCHER. I have not the complete figures available 

for the United States, but I estimate that during the year 
approximately 150,000,000 class D cigars were produced 
throughout the country, with perhaps 40,000,000 class E cigars. 

The VICE PRESIDENT. Does the Senator from Florida 
yield to the Senator from West Virginia? 

Mr. FLETCHER. It is a general industry, scattered over 
the United States. I yield. I did not mean to get a rise out 
of the Senator from West Virginia by that piece of pleasantry, 
but I yield to him to defend West Virginia smokes. 

Mr. NEELY. I heard the Senator say something that 
sounded as if he were slandering West Virginia cheroots. ms 
back was turned to me, and I did not hear all he said, but 
if he has any criticism to make of anything produced in West 
Virginia, I want to protest against it. Would the Senator 
please repeat--

:Mr. FLETCHER. I think people do very ~ll to smoke 
West Virginia smokes, or cheroots, · if they can not get any
thing better, and do not know anything about clear Havana 
goods. [Laughter.] 

Mr. NEELY. Mr. President, a large number of our people 
who have recently gone to Florida and lost their money in 
real-estate deals down there came back so poor that they could 
not buy anything else but the cheapest cigars which we pro
duce in West Virginia-which, by the way, are better than the 
high-priced cigars produced in many other States-and these 
returning wanderers find their health better after they smoke
West Virginia tobacco than it was when they were smoking the 
expensive cigars produced farther south. 

1\fr. FLETCHER. I found any number of West Virginia 
citizens, very :fine people, located permanently in Florida 
when I was down there in November, and they seemed to 
be very prosperous and happy, with no idea of ever returning 
to West Virginia. 

Mr. NEELY. That is because Florida has abolished the 
inheritance tax. After we get through with this revenue bill, 
if the coalition spoken of by some of my colleagues stands, I 
assume there will be not quite so much attraction in Florida as 
there is at the present time. Then your citizens, Mr. President, 
and West Virginia's citizens will stop dodging tues and come 
back home, not only to live but to die, and finally go to 
heaven. 

Mr. FLETCHER. Of course, if they had had any estates 
worth while they could have gotten rid of the inheritance tax 
all these years in Florida ever since 1845. 

:Mr. WATSON. Mr. President, will the Senator yield? 
Mr. FLETCHER. I yield. 
Mr. WATSON. The late Tom Marshall said that what this 

country most needed was a good nickel cigar. The tax we put 
on them drove them out. This tax we provide will enable us to 
again have a rea~onably good 5-cent cigar. 

:Mr. FLETCHER. I hope so. 
Mr. W .ATSON. Driving out the cigar led to the manufac

ture and consumption of the cigarette. In the last year we 
manufactured 72,000,000,000 cigarettes in the United States, 
partially because the cheap cigar was driven out, partially be
cause the boys, as well as the girls and the women, began to 
smoke them. 

Mr. S~HTH. Smoke what? 
Mr. W .ATSON. Cigarettes; not West Virginia cheroots. 

Mr. NEELY. The women did not smoke any of these 20-
cent cigars the Senator from Florida has been talking about, 
did they? 

Mr. WATSON. No. 
Mr. NEELY. I understand those cigars are so strong that 

nobody but an unusually strong man can survive the smoking 
of them. 

Mr. WATSON. Seriously, I think the committee undoubt
edly did the right thing . 

.Mr. FLETCHER. I thoroughly a~ee. .I am not asking that 
they go quite as far as they did mth reference to the 5-eent 
cigar. In that case they reduced the tax 50 per cent. . I am 
asking that they approach that all down the line, as to all 
these classes, that is all. 

Mr. W .AT SON. But Inasmuch as the manufacturer of that 
particular class has gradually increased, there is no occasion 
for an increase in the tax. 

1\fr. FLETCHER. Apparently the consumption has in
creased. 

Mr. WATSON. Manyfold. 
Mr. FLETCHER. But the industry is to-day struggling 

under the highest prices they have ever paid for raw ma
terials. They have to pay the customs duties on this material, 
wages are higher than they have ever been, and I say to the 
Senator frankly that one of the largest manufacturers of these 
cigars in Tampa told me he was not making to-day 1 per cent 
on his investment in his business. Yet tbe committee propose 
to tax this i.ndustry 20 per cent on its yield. Twenty per cent 
of all the gross returns from this manufacturer's establishment 
must go in taxes to the United States Government. Does the 
Senator know any other industry struggling under such ta.xes 
as that? 

Mr. SMOOT. I think the Senator has made a wonderful 
defense of the cigar business. Are there any more figures the 
Senator wants to put in? 

Mr. FLETCHER. I am glad to have the suggestion that I 
ought to quit; and I am willing to do so. I have plenty of 
statements here bearing directly on the justice of this amend
ment, but I will not take the time to read them, as I want to 
hurry on with the bill. But I do want a fair, square under
standing of just what is being done here, and a vote on the 
committee's conclusions as to whether they are treating this 
industry right or not. It is not a question of luxury any 
longer in the smoking of good cigars. People generally are 
smoh'ing good cigars where they can get them, and this reduc
tion would not go so much to the benefit of the manufacturer 
as to the improvement of the class ()f goods and the increase 
of consumption. Whereas the reduction I have asked for might 
mean a possible decrease in revenue, on the face of it, to the 
amount of something like a million dolars or so, if the com
mittee will consider the increased consumption that will follow 
the · increased demand for these goods that will follow they 
will find that the Government will not lose anything by making 
this reduction. 

The VICE PRESIDENT. The question is on agreeing to the 
first amendment of the Senator from Florida in line 5, on 
page 213. 

Mr. FLETCHER. To save time, I am willing to have both 
amendments considered together, if it is the desire that we do 
so, the amendment in line 5, page 213, to change $10.50 to 
$7, and on line 8, page 213, to change $13.50 to $8.00, and con
sider the two propositions together. 

Mr. TRAMMELL. Mr. President, my colleague has entered 
into the subject very thoroughly and I believe it is fully un
derstood by the Me~bers of the Senate, but I desire to add 
merely that the city of Tampa has built up the greatest cigar 
manufacturing industry in the United States. Also in Key 
West, Fla., there is very extensive manufacturing of clear 
Havana cigars. The committee, in considering the question 
of the tax upon cigars, saw fit to make a reduction of approxi
mately 50 per cent on the cheaper grades of cigars. The 
theaper grades of cigars are not manufactured in Florida to 
any great extent. It is the higher classes of cigars costing 
from 10 to 25 cents that are manufactured principally in our 
Florida cities. We are contending that the industry within 
our State, and also, of course, 1n New York and some other 
sections of the country, is entitled to the same consideration 
as the cheaper classes of cigars. 

I believe manufacture of the cheaper classes of cigars has 
diminished largely on account of the increased cost due to 
the revenue tax and to the increased cost of manufacture, re
sulting in poorer grades of cigars, and that fact has driven 
people more to the smoking of cigarettes. 

This situation also prevails in regard to the higher classes 
of cigars. Before the expenses were so great attaching to 
clear Havana cigars. one could purchase a splendid cigar 

f 
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for 10 cents ; but now, with the customs duty and the internal
revenue tax as imposed by law and as proposed to be imposed 
by the pendin·g bill, it is and will be almost impossible to pur
chase a clear Havana cigar for less than 15 cents or two for 
a quarter. Of course, the price runs as high as 20 and 25 
cents. It is the contention of the industry in Florida, and I 
believe throughout the country, that if the duty ls reduced or 
the tax is reduced there will be an increase and expansion 
in the manufacture of the higher classes of cigars. That is 
the position which has been taken, I am sure, by the Florida 
manufacturers. I am told that the industry is struggling under 
the expense imposed by revenue taxes and by the customs dues. 
''e are pleading that those who conduct this industry in Flor
ida should have the same consideration as those who manu
facture the cheaper grades of cigars; that is all. 

Why should the manufacturers of cigars costing 5 to 8 
or 10 cents in other States have a 50 per cent reduction 
while the manufacturers of the higher classes of cigars, which 
are the product of Florida manufacture, are only granted a. 
reduction that amounts to not in excess of 12% per cent. 

Mr. NORRIS. Mr. President, will the Senator yield? 
Mr. TRAl\.U.fELL. Certainly. 
Mr. NORRIS. I presume the Senator is referring particu

larly to Florida? 
Mr. TRil.1MELL. I am. 
Mr. NORRIS. That is the State where Congress has de

cided to establish an untaxed reservation for millionaires. 
So why should they not pay a higher tax than the rest of 
the country on the cigars they smoke? 

1\Ir. TRAMMELL. There is no reason why they should pay 
more. I know the whole attitude of the Senator from Ne
braska would indicate that he does not think a man who has 
$1,000,000 should live anywhere unless he has higher taxes 
lmpo~ed upon him than are imposed upon anyone else. 

Mr. NORRIS. We can not tax him there upon his inher-
• itance or his income, but we can tax: him on the cigars he 

smokes. 
Mr. TRAMMELL. The Senator's attitude is that we have 

to bear down very heavily on the wealthy of the country, 
whether in Florida or Nebraska or anywhere else. l:Ie wants 
to drive them from Nebraska, and we are glad to have them 
in Florida. 

l\.:lr. NORRIS. 'l'hat is all the more reason why they should 
pay the taxes on their cigars. 

Mr. TRAMMELL. We do not want to discriminate against 
them on the cigar question. These cigars are sold all over 
the country and not simply in Florida. A great business has 
been established throughout the country by virtue of the enter
prise and industry of the manufacturers of clear Havana 
cigars in the city of Tampa and the city of Key ·west in par
ticular, and also through the efforts of manufacturers in othe~ 
place~ in Florida. 

Mr. BLEASE. Mr. President, may I inquire of the Senator 
where the tobacco comes from? 

Mr. TRAMMELL. The Havana tobacco is brought from 
Cuba, and the manufacturers, as has been stated by my col
league, pay to the Federal Government more than $3,000,000 a 
year in customs duties. The wrapper, of course, comes more 
or less from other sections of the country. They use quite 
extensively a wrapper produced in the northern part of our 
State, wher.e we produce a most excellent quality of wrapper. 
It is a class of wrapper that is also produced in Connecticut 
and other sections of the country. But the Havana filler, so
called, comes from Cuba ; it is imported to Florida from Cuba. 

What we insist upon is that the higher class cigars should 
have the same consideration when we come to making reduc
tions and that the industry deserves that recognition at the 
hands of Congress. If we maintain the higher duties on the 
better grades of cigars whe·n we have lowered the tax on the 
cheaper class cigars, we will come near to hampering and 
interfering with the expansion and enlargement of the industry 
engaged in the manui;acture of the higher priced cigars. 

Mr. SIMMONS. Mr. President, I only want to say a few 
words. I dislike very much to have to antagonize my good 
friends from Florida, but there must be some proportion in 
the taxes imposed upon competing products. Cigars compete 
with cigarettes. The two Senators from Florida represent a 
cigar-producing State and I represent a cigarette-producing 
State. The tax imposed on cigarettes is $1.50 a thousand, 
more than the t~x imposed in the pending biD on the cheap 
cigai·s, and within $1.50 or $2 of the tax imposed upon th'C . 
high-grade cigars. That is out of proportion. 

I would be tempted, if the Senate should go any further in 
these reductions, to urge a reduction in the high tax upon 
cigarettes. Tnere never has been, from the' peak prices of the 
war, 1 cent of re9-uction tn the tax on cigarettes. I am not 

asking, and I do not want to ask, for any reduction, but it 1s 
a competing product; and if we are going on down the line 
cutting the taxes off Qf cigars, I would be forced to ask for 
some reduction in the tax on. cigarettes. 

Mr. FLETCHER. I call for the yeas and nays on agreeing 
to my amendment. 

Mr. SMOOT. Let us have a division. 
Mr. FLETQHER. Very well. 
On a division Mr. FLETCHER's amendment was rejected. 
Mr. LA FOLLETTE. Mr. President, I ask unanimous con-

sent to have printed in the ~ECORD an article by Thomas Jteed 
Powell, of the Harvard Law School, on "The abolition of the 
Federal inheritance tax." 
~he YIOE PRESIDENT. Without objection, it is so ordered. 
~'he article is as follows : 

THE. ABOLITION OF THE FEDERAL INHERITANCE TAX 

(By Thomas Reed Powell, Harvard Law School) 

The publication in the November Bulletin of " Extracts from report 
of special committee of the trust company division of the American 
Bankers' Association," giving reasons for the abolition of the Federal 
estate tax, prompts me to offer a few comments on some ot the reasons 
advanced in favor of the abolition advocated. These comments are 
designed not as an argument in favor of the retention of the tax, 
but rather as an inquiry into the canons of judgment that should be 
applied in passing upon an important. issue of public policy. When I 
find what seem to me foolish reasons urged by presumably picked 
minds, I am tempted to believe that the reasons are not the inducing 
cause of the conclusion, but are put forward to rally support for a 
conclusion founded on other considerations. 

I 

After describing the Federal estate tax and the Federal gift tax, 
the report affirms that "the Federal estate tax is not based on the 
same logical right as the ·state inheritance tax." This is true in a 
sense. 'l'he States have a special power over inheritance not pos· 
sessed by the Federal Government. This special State power to regu· 
late the devolution of the property of a decedent has been referred to 
by the courts in condoning State inheritance taxation that violates 
accepted constitutional canons of property taxation. The recent 
Frick case indicates a wholesome modification of the general latitude 
shown toward State inheritance taxation, and bids us hope that in 
time the idea of inheritance as a State-controlled privilege wlll no 
longer appeal to the Supreme Court as a sufficient basis for sustain· 
ing State taxation that in substance is taxation of extraterritorial 
values. 

This special State power over inheritance has been seized upon as 
a )usti.flcation for some State taxation that is undeniably unfair. 

It does not follow, however, that without this special State power 
ovt-r the devolution of property, the States would not have power to 
levy inheritance taxes. This special power has not been the necessary 
basis of the power to tax. It has be.en the necessary basis merely 
of cextaln excrescences in State Inheritance taxes. Without any such 
special power the Federal Government has authot·ity to impose estate 
and legacy taxes, as the report recognizes by its citation of New York 
Trust Co. 11. Eisner. Whatever difference there is between State 
and Federal power over the devolution of property has logical relation 
only to possible special features of inheritance taxation. The logical 
d11ference is not the broad, logical diiiere.nce that the report assumes 
it to be. 

The argument of the r{'port on this polnt, It carried to Its logical 
conclusion, would deny to the Federal Government the power to impose 
an excise on doing business in coporate form, au excise on manufaeture 
or on sales. The States have the power over corporate charters, the 
power to regulate manufacture, and to regulate inti·astate sales. The 
United States has no one of these powers. Yet, the United States may 

. tax all these operations. It may tax them because they take place 
within its borders. So it may tax inheritances because of the relation 
of the inheritance to the geographical area of the United States or the 
relation of the decedent to the sovere1gnty o! the United Statl's. With 
the special issue whether Federal taxes on these subjects are direct 
taxes or indirect taxes we need not be concerned. They have been 
authoritatively adjudicated to be indirect ta..'!es. The distinctiorr be
tween direct and indirect taxes goes, not to the power of the United 
States to tax the subject, but to the necessity of ·apportioning the tax 
among the States according to population. 

II 
The second proposition of the report is that "the Federal estate 

tax should be reserved for emergencies only." . This is supported by 
the facts that in the past Federal inheritance taxes have beea of brief 
duration. This is of slight significance. The conditions of the past 
are not the same as the condltiomJ of the present, as the nee.ds of the 
past are not the same as the needs of tha present. 'l'he appeal to his
tory is ineffective without a concrete comparison of the past and the 
present. This comparison is not undertaken by the report. There is 
the assertion that "it i.s believed that" Federal inheritance t.axation 
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" should be an emergency source of revenue, to be done away with; as 
soon as the emergency has passed," followed by the assertion that 
"we consider that that situation has now arrived." It is hard t<> say 
that the fiscal emergency of the war is over when the United States 
still owes some twenty billions of d<>llars borrowed because <>f the 
war. In the past, when the Federa\ inheritance tax has been lifted, 
there was no such indebtedness still unpaid. 

There are excellent reasons why an inheritance tax should not bP 
regarded as a pecullarly appropriate emergency tax. Emergency taxes 
should be related to enterprises that have some relation to the emer
gency. Folks dle whether the Government has special need of revenue 
or not. From any standpoint, other than that of a need for revenue 
that outweighs all considerations of fairness to taxpayers, it is whim
sical in the extreme to put taxes on estates, depending upon whether 
the decedent dies in one quinquennium or another. Those who feel 
the grasp of an inheritance tax because their decedent dled before Jan
uary 1 have solid justification for feeling that they have been grievously 
discriminated against if others have escaped entirely because their 
decedent dies after January 1. From the standpoint of eqll2.lity be
tween individuals, the argument in favor of long-time continuity of 
inheritance taxation is much stronger than that in favor of an inherit
ance tax that goes on or off as some governmental need rises or falls. 
The report would have been more weighty on this point if it had urged 
that the Government should not, because of an emergency, impose higher 
inheritance taxes than it imposes over a long period of years. 

.111 

The third proposition of the report is that "the Federal estate tax 
1s no longer needed as a source of Federal revenue." This is sup
ported by figures showing that the annual yield of the estate tax js 
less than the annual surplus of the Federal Government. The report 
does not mention the fact that the Federal Government still owes some 
$20,000,000,000. Such taciturnity tempts one to question the candor 
of the authors of the report. The question whether we should in· 
crease the rate of reduction of the national debt is one about which 
there can be no difference of opinion from the standpoint of the 
welfare of the National Treasury. Everyone would agree that the 
debt should be reduced as fast as possible, provided the reduction 
might be painless to taxpayers. Any effort to alleviate the pain of 
reduction, on the ground that reduction is not desirable, is quite 
patently more sensitive to the pain than to the public fiscal problem. 
Federal estate taxes may be painful and bad in other ways, but they 
are not bad because the Government wouldn't know "?hat to do with 
the proceeds. 

IV 

The fourth proposition is that "the abolition of the Federal estate 
tax would increase inheritance-tax revenue in the States." The re
port states that 20 of 45 States now deduct Federal inheritance taxes 
from the estate taxable by them. Under such statutes the State 
taxes would be larger if there were no Federal tax to deduct. They 
would be equally larger if the 29 States adopted the rule of the 
other 16 and declined to allow the deduction of the Federal estate 
tax. The States have no need whatever of the abolition of existing 
Federal estate taxes. In so far as the report goes on to suggest 
that the States with a broader tax base might use lower rates and 
that the aboUtlon of the Federal estate tax would reduce the bother 
and expense of tulministering estates, it points to undeniable truths. 
These truths, however, are not pertinent to the caption that the 
abolition of the Federal estate tax would increase inheritance-tax 
revenue in the States. They show merely that it would be nicer 
for those who have to pay taxes if they didn't have to pay them. No 
one doubts this. Yet while 1t may have played some part in the 
minds of the promulgatoro of the report, it is not put forward as 
one of the heads of the argument. 

v 
Another aspect of the self-interest of the taxpayer is, however, 

chosen as the keynote of the fifth proposition of the report. This 
says that "the administrative burden on estates is heavier in the cese 
of the Federal estato tax than in the case of State inheritance taxes." 
The reason given is that Washington Is farther away than the 
State _capitals. This is a reason why it might be well for the 
National Government to decentralize its administrative machinery 
for assessing and collecting Federal estate taxes. It can hardly 
be a reason why the National Government should forego a tax. 
Snch a reason, it a good r eason, would apply to many other forms of 
national taxation. The National .Government must live, evQn 1! its 
Capital is not in tile immediate vicinage of taxpayers. 

VI 
The report then goes. on to present objections to five arguments adA 

vanced in support of the retention of the Federal inheritance tax. All 
the arguments thus picked out for refutation may be foolish argu
ments, and still the Federal estate tax may be a wise tax. The argu· 
ments may severally be weak and yet collectively strong. No one argu
ment may give a suificient reason for the tax, but each may give one
fifth of a sufficient reason. Or a sufficient reason IDa.J be found in the 

underlying fact that the tax yields revenue to a Government which bas 
need of it and in the collateral fact that the arguments urged against 
the particular tax are arguments against taxation or arguments based 
on private interest rather than on public welfare. 

(a) The first argument set up to be knocked down is the claim that 
the Federal estate tax rounds out a complete system of taxation nnd 
enables the Federal Government to overcome to a degree the obstacles 
to getting revenue from exempt sources. Estate taxes may be meas
ured by assets invested in State and municipal bonds, whereas the 
Federal income tax may not. 

This isn't a very compelling argument In favor of the retention of 
the Federal estate tax, and the objections urged against it in the report 
are sufficiently satisfying. 

(b) The second prop of the estate tax which the report seeks to 
fell is the "claim that war debts should be paid from capital." To 
this the report answers : 

"All Government debt is simply postponed taxation. The taxation 
levied to meet 1t should fall within such rate limits that it can be paid 
by taxpayers from their current income. It should not require a tax 
derived from the sale of capital assets of estates which arise through 
such fortuitous circumstances as deaths occurring during the term of 
the debt." 

This is a general argument in fav-or of income taxation as against 
Inheritance taxation. A judicious mixture of the two is so firmly set
tled a canon of taxation that a complete condemnation. of either ele
ment in the compound need not be considered. The final sentence of 
the refutation deserves fuller consideration. It is an argument against 
inheritance taxes as emergency taxes, though the report elsewhere in
sists that such taxes are emergency taxes. If " deaths occurring dur
ing the term of the debt" are "fortuitous circumstances," how much 
more fortuitous are the deaths occurring during a two-year war and for 
six years thereafter, while $20,000,000,000 of the debt are still unpaid. 

If the argument were that death itself is a fortuitous circumstance 
and therefore should not give rise t? a tax, tt could readlly be met. 
Inheritance taxes generally are not to be swept away by such a 
zephyr. The windfall to the recipients of the assets of decedents is 
fortuitous and fiscally fortunate. These are compelling justifications 
ot inheritance taxation when the Government needs money or can use 
it wisely. What the recipient gets comes not from his own efforts but 
by the chance of having someone leave it to him. The fact that it 
comes by such a chance is a fortuitous fact, but it affords a solid rea
son why the Government should get some of it in order to take le s 
from what comes through sweat of brain and brawn, or from capital 
acquired by sweat of brain or brawn. 

The report does not directly controvert this. The fortuitous cir
cumstances it has in mind are not deaths, but deaths occurring dm1ng 
the life of the war debt. It finds fortuitous inequality in confining the 
Federal estate tax to such period. 

This is an argument why an inheritance tax should never be im
posed or else an argument why an inheritance tax once imposed should 
not be lifted. The situation is that we have a Federal inheritance 
tax. Q. E. D. Clearly enough, to justifiable fortuitousness is added 
unjustifiable fortuitousness, 1f the chance occurrences of deaths give 
rise to taxation only in spasmodic periods. It is fairer all around to 
tax inheritances over a long term of years than over a short term 
of years. The life of the national debt bids fair to be a sufficiently 
long period, so that we need not push this " fortuitous" argument to 
its limit that estate taxes like (Ieath itself should be perennial. 
· Somewhat collaterally the report argues that the longer the Federal 

estate tax is retained, the more likely 1t is to be permanent, and that, 
1f it is permanent, ft needs supplementary forms of taxation, thereby 
increasing the machinery of Government and the annoyance of tax
payers. The report c1 tes the gift tax as an el'l'ort to prevent the 
evasion of the estate tax. These are reasons why those who inherit 
should prefer the abolition of the estate tax. They are not sufficient 
reasons why it sboufd be abolished. 

(c) The claim that the Federal estate tax should be retained for 
social purposes is met by saying that "we do not believe it is the 
function of the Federal Government, through the instrumentality of 
taxation, to accomplish alleged social reforms." The unconstitution
ality of the Federal child-labor tax is cited and it is then avowed: 
" It is believed that the only tests which a legislator or the public 
should apply to this question should be, 'Does the United States Gov
ernment need the money to balance an intelligent budget, and is this 
the best method of ralsing it?' " One wonders how many of the 
favorers of this report favor a protective taril'l'. More generally, it 
may be said that any scheme for raising revenue necessarily has social 
results as well as fiscal results. No discerning person can find it pos
sible to believe that the Federal Government can tax without produc
ing social results. Discerning persons may dlsrelish " the alJeged soclal 
reform" of getting ratably more money from those who have much 
than from those who have little, where they do not disrelish the alleged 
social beneficence of endowing American manufacturers and American 
laborers at the expense of American consumers ; but they can not object 
to taxation by the Federal Government because it !\as social results. 
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True enough, the Federal child labor tax was held unconstitutional. 

But the Federal estate tax was held constitutional. Beyond doubt it is 
predominantly a fiscal measure, as the· child ·labor tax was not. The 
regulatory features of a Federal estate tax are collateral. They must 
be compared with the regulatory features of alternative .forms of Fed· 
eral taxation. The report asks the right question 1n Its concluding 
sentence under this head, but it does not tell us why more rapid debt 
reduction should be excluded from " an intelligent budget," and it does 
not compare the estate tax with the automobile tax and the tariff and 
the many other forms of Federal taxation to show why the e~te tax 
should be the one to be abandoned-except as it shows its rnconven
ience to those who have to pay it. 

(d) The claim that the Federal estate tax should be retained to get 
revenue to give grants in aid to the States for highways, education, 
National Guard, etc., is answered by a disrelish for grants 1n aid and 
for Federal expenditures which encourage State expenditures. Neitl1er 
the claim nor its disapproval bas close relation to any particular form 
of tax. 

(e) The claim that the Federal estate tax is needed to correct State 
Inheritance tax policies is next considered. Let us agree that correc· 
tion by way of credits on the Federal tax of payments of State taxes 
would be incomplete and uneven. The report does not object to the 
allowance of a larger credit for State taxes. It objects to the reten· 
tlon of the estate tax for this sole purpose. Whether the tax, if re
tained can be made a successful instrument for reducing to a satls· 
factor~ degree the inequalities resulting from the varying inheritance 
tax policies of various States is a subordinate question. If the favorers 
of the report do not attain their major end of abolishing the Federal 
estate tax entirely, we may then be grateful for their contribution of 
reasons why the allowance of credit for State taxes wUl not go far 
toward correcting the inequalities resulting from the diversities of 
.State inherit~nce tax policies. 

VII 

Part II of the report condemns the gift tax. It says that many 
constitutional lawyers think it unconstitutional and that President 
Coolidge has called it of doubtful legality. The report does not go into 
reasons. Thereby tt avoids some of the pitfalls 1t has stumbled into 
elsewhere. It says that legal difficulties of construction and the admin
istrative difficulties of collection are out of proportion to the amount 
to ·be collected. These suggestions would be worth consideration it 
tlley were made specific. 

Two contentions made separately may be considered together. The 
report says that the gift tax prevents normal donations and ts not 
needed to eliminate loss of Federal taxes through gifts to reduce Income 
taxes and estate taxes. No statistics are given. None can be given. 
The report seems to overlook the facts that would-be donors who are 
restrained because of the gift tax BUbject themselves to continued 
restiveness In the higher brackets of the income tax and subject their 
legatees to estate taxes on what goes by will instead of by gift inter 
vivos. Any father desiring to endow his son for other reasons than 
reduction of taxation would be a hard father it he refrained because of 
the gift tax and left the son to walt to suffer from an inheritance tax. 
The report refrains from mathematics and does not affirm that the gift 
tax makes gifts inter vivos a more expensive method of donation than 
gifts by will. If 1t does, this might be a reason for reducing the rate 
of the gift tax. It would not be a reason for abandoning tt so long as 
the income taxes and the estate taxes remain in force. 

The cream of the argument comes in the concluding paragraph, which 
cencedes that gifts inter vivos have been increased b¥ reason of the 
high rates of the income tax and the estate tax, and then proceeds: 

•• The remedy, however, is not to continue an additional economic 
evil-the gift tax-but to reduce the rates of Income tax and to abolish 
the estate tax, so that these taxes will no longer seriously disturb the 
ordinary economic life of the Nation." 

This is the answer to the claim on behalf of the gift tax that 1t pr&- · 
vents the evasion of other taxes. The way to prevent the evasion of 
the estate tax, says the report, is to have no estate tax to evade. 

The way to prevent the evasion of the Income tax is to reduce it, 
and thereby reduce the temptation to evade 11:. The way to prevent a 
man from killing his wife is to have some one else kill her, and thus 
to hav-e no wife to kill. 

A gentle word may be said about the position of the report that 
" those who believe the estate tax serves a purpose of social economics 
by aiding the diffusion of wealth can not at the same time logically 
advocate a gift tax which stops the voluntary diffusion of wealth." 
The diffusion of wealth, which is the ·" purpose of social economics," 
in an estate tax is not a diffusion by a father among his offspring. 
The estate tax does not promote that diffusion. The dl.truslon it pro
motes is a diffusion of the wealth of a decedent not among his family 
but among many other families by the abstraction of a part by public 
authority to be devoted to public uses. The tame sort of diffusion is 
promoted by the gift tax. No one ever thought that an estnte tax 
bad for its object, or for one of its objects, some Inducement to a man 
to leave his money to his family. That inducement arises aliunde, 
and may be uusted to continue 1n spite of estate taxes. If gift taxes 
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are no heavier than the ensuing relief from Income taxes and from 
estate taxes, gift taxes will not thwart any natural inducement of a 
father to be a live donor instead of a dead one. Gift taxes wlll, 
however, thwart inducement to give him gifts for the sole object of re
ducing income taxes and estate taxes. 

Here endeth the consideration of the argument of the report aga.inst 
the gift tax. 

VIII 

This paper, as confessed at the outset, is an effort at destructive 
criticism of a memorandum put forward to urge the abolition of the 
Federal Inheritance tax. It is not designed directly as an argument 1n 
favor of the retention of the tax. As may be surmised, I am not 
convinced by the report under review that the arguments it gives are 
solid arguments. The report, however, may be as feeble in argument 
as it seems to me, and still the estate tax and the gift tax may be un
wise or unnecessary taxes. This, however, is a relative matter. The 
evils of these taxes should be weighed in comparison with the evils of 
alternative taxes and the evils of continuing heavy publlc indebtedness. 

That the Federal estate tax Is annoying to those who have estates 
to administer may be conceded. The administrative annoyances of any 
inheritance tax are hard enough for tax officials and hard enough for 
executors. The annoyance added by Federal taxation is not great 
compared to that inflicted by the varying and cumulative demands of 
the various States. One may sympathize with officials of trust com· 
panies in their desire to reduce the annoyance wherever may be. One 
may sympathize with taxpayers in their desire to abandon that un· 
congenial role by elimination of the tax rather than by admission to 
the worthy but not select group of those who have nothing to tempt 
taxation. Such sympathy, however, can not blind us to the fact that 
inheritance taxation is a well-established means of getting revenue 
for National as well as for State Governments, and that 1t takes strong 
arguments to justify the relinquishment of such a tax by a govern· 
ment indebted to the extent of $20,000,000,000. 

What I should like to know from the authors of the report under 
review is why it is better to prolong heavy Income taxation 1n order 
to hasten the abandonm~nt of estate taxation. I am the more curious 
when I find them also urging the reduction of income taxation. I am 
curious to know how tar they think we can go in reducing income 
taxation to save those 1n the higher brackets from temptation to split 
their wealth by gifts to members of their families and st1ll get revenue 
enough to maintain the present rate of debt reduction. I should like 
to know what they mean by " the ordinary economic life of the 
Nation" which ts to be saved from serious disturbance by the aboli
tion of the estate tax and the reduction of the income tax. I bad 
thought that the ordinary economic Ufe of the Nation included taxation 
for the reasonably rapid reduction of heavy public indebtedness. Re
cent reading of the ticker has not revealed to me the serious dis
turbance of the ordinary economic life of the Nation by either the 
income tax or the estate tax. 

Recent reading of income-tax levies has revealed a degree of pros· 
perity among lenders, makers, and vendors that has not seemed to me 
disheartening. I have even assumed that men with large incomes en
joy paying high taxes, for I ob. erve them applauding the po~ition of 
the Secretary of the Trea ury that lower rates on rich men will make 
rich men pay higher taxes. If bas seemed to me that the reports 
of the settlement of large estates show that gQvernments can get good
sized taxes thereon and still leave sometbing fairly adequate to tbe 
needs of widows and orphans. I still need more light on this selious 
disturbance to the ordinary economic life of the Nation. 

I need, too, a fuller consideration of the problem of the national debt 
than the authors of this report have given me. To me the slogan of tax 
reduction by debt reduction makes a strong appeal. I read in the 
report that " no one would expect a · business corporation which sees 
reasonable prospects of an early retirement of its emergency debt out 
of its current earnings to sell part of its plant to pay that debt after 
the emergency has passed." I agree. Yet I question the analogy. I 
have not seen any proposal to sell the National CapitoL the Yellowstone 
Park, or the Panama Canal. Is the National Government selling part 
of lts plant when it imposes an estate tax, not on Itself but on some 
one else? How early are we going to retire the debt by Income taxa
tion and still hope for reduction of income taxation? The war to end 
war may leave in its train another war to end war. No nation, even 
one with the wealth of ours, is best prepared for war or for peace with 
a debt of twenty billions of dollars. 

Taxation is 1n part at least a public problem, and only in part a 
private problem. In so far as the report of the trust company division 
of the American Bankers' A.ssociation touches upon the public aspect 
of the problem it seems to me woefully weak. In so far as it hints at 
or is responsive to the private aspect of the problem I find in it no 
flaw. 

Mr. SMITH. Mr. President, I desire to submit an amend
ment which I ask may be printed and lie on the table. I ask 
that 'the clerk may read it. 

The VICE PRESIDENT. The clerk will rea<l as requested. 
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The CHIEF CLERK. On page 134, after line 23, insert the fol

lowing new paragraph : 
1. The amount of income taxes imposed by this act shall be assessed 

withln two. years after the return was filed, and no proceeding in court 
without assessment for the collection of such taxes shall be begun 
after the expiration of such period. 

And, on page 135, in line 3, strike out the words " and by 
this act." 

The VICE PRESIDENT. The amendment will be printed 
and lie on the table. 

THE COAL SITUATION 

Mr. COPELAND. I ask permission to have printed in the 
REoORD an article by Father John J. Curran, which is entitled 
u The big stick 1s needed," published in Collier's National 
Weekly, and also a leading editorial in the New York World of 
to-day, which is entitled " The art of doing nothing-and some 
reasons." 

There being no objection, the matter referred to was ordered 
printed in the RECoRD, as follows : 

[From Colliers', the National Weekly, for February 13, 1926] 

THill BIG STICK IS NMJ!ID!lD 

(By Father John J. Curran, for 40 years a potent mediating force 
between coal miner and operator) 

One punch from the White House would reopen the coal mines, send 
158,000 men back to wor~ and alleviate the terrible winter sull'ering 
of more than a million women and children. Let's have that punch 
from the President I 

All yearn for peace. 
President Coolidge well might be guided to-day by the spirit of 

Theodore Roosevelt. In the summer of 1912, when Colonel Roosevelt 
came to Wilkes-Barre to attend my silver jubilee, we recalled the 
strenuous days of 1902, when we worked successfully to end the so· 
called Mitchell strike, that kept the anthracite miners idle for six 
months. 

"Father Curran," my dear friend said to me then, "1f the operators 
and the men had not agreed to arbitration 1n 1902 I would have put 
the United States Regulars into the mines to dig coaL I would have 
seized a pick and gone with the Army. And you would have been at 
my side. Perhaps I would have been impeached, but we would have 
moved the coal out of the mines and into the bins I" 

Vital differences prolonged the stubborn deadlock of 1902. No such 
condition exists now. There are but two substantial points of dlll'er
ence between the opposing factions. 'the miners insist upon arbitrat
ing wages upward only. The operators wish to arbitrate downward 
also at any time within the proposed five-year life of a board of con
ciliation. The miners demand the " check oil' "-a deduction of union 
dues from each pay envelope. The operators refuse this demand in 
toto. 

The miners, upon the recommendation of Governor Pinchot, have 
receded materially from their original stand as regards arbitration and 
wages. I have talked with representatives of the operators, and I 
feel certain that a strong word from the President would bring to an 
end this intolerable suspension of mining. 

This is the time for the President to move decisively and firmly. 
I speak from experience. For my memory goes back to the six

months strike of 1869, when I marched out of a mine near Pittston 
in protest over threatened reduction in wages. I was 10 years old 
and a mule driver. A year before I had been promo~d from my job 
as breaker boy. I earned a nickel an hour picking slate out of the 
coal as it raced through the chutes. 

As a mule driver I earned more than 70 cents a day I I worked from 
7 in the morning until 8 in the evening, six days a week, and I never 
saw the sun from Sunday to Sunday. 

Conditions are different to-day. Spiritually dill'erent, too, thank 
God. '!'here 1e ·no longer the bitter personal hatred so marked, for 
instance, in the strike of 1902-; 

That strike, President Roosevelt truly said, "threatened the Nation 
with disaster seoond to none which has befallen since the days of 
the Civil ·War." 

Often the colonel and I talked over the 1902 days. I remember 
when he stayed with me during my jubtlee. One morning at break
fast he wanted another cup of coffee. He astonished the serving girl 
by leaping from the table and carrying his cup Into the kitchen to be 
refilled. 

The colonel was lllways very much interested in advice I always 
gave strikers: Observe the law; avoid liquor as you would the plague; 
go into the tlelds and WQrk. 

I don't believe in coercion. Suggestion is a more powerful agent in 
making men do the right thing. 

The time Is now at hand for a bit of suggestion from the White 
House to the warring factions In the present strike. Moral pressur• 

·from the President of the United States would reopen the mines. -
Apply this pressure, Mr. Coolidge I 

[~'rom the New York World, February 11, 1926] 

THE ART OF DOING NOTHING-AND SOI\IEI REASONS 

This ls the second coal stl'lke and the third session of Congre8s since 
Mr. Coolidge became President. Twice in general terms he has recom
mended legislation which would go far to prevent strikes in the future. 
And yet Mr. Coolidge sits coolly in the White House and has not even 
written a letter to a. Senator or given out an anonymous hint through 
hie spokesman that he favors any particular coal bill before Congress 
and would llke to see it enacted. Practically, l\lr. Coolidge has done 
nothing and 1s doing nothing about the most serious industrial ques
tion of his administration. His half-hearted recommendations made in 
1923, forgotten in 1924, and renewed even more timidly in 19215, do not 
count as action. Until the administration has a bill backed by the 
White House and the Republican majority in Congress, 1t is fair and 
1t Is true to say that the President is not seriously trying to do any
thing. 

It is pertinent to ask why Mr. Coolidge is so little interested in his 
own recommendations. One explanation, of oourse, is that, tempera· 
mentally, Mr. Coolidge always prefers doing nothing. He bates to com
mit himself to a definite course of positive action, he dislikes the 
trouble and worry of trying to lead his party, he is afraid ot. rows, 
and he is gun-shy after the repeated drubbings administered to him by 
his party in Congress. Never having made a success of his leadet·sblp 
Ln Congress, he does not wish to risk another failure. To do anything 
about coal would involve certain risks, and Mr. Coolidge does not like 
to take risks. He is shrewd enough to know that 1n about six weeks 
mild weather will be here, and then the agitation about coal wlll die 
down. By next winter the strike will probably be settled, and the next 
strike may not come for some tlme. 

There are other reasons why Mr. Coolidge is not ardent about his 
recommendations. The brunt of the strike is borne by the State of 
Pennsyivania, which is so solidly Republican that it can't squeal. The 
inconvenience of the strike is f elt chiefly in New England and in the 
Middle Atlantic States, where Mr. Coolidge is so well Intrenched 
among conservatives that he can afford to defy the discontent of th13 
people of small means in the cities, who are generally Democmtic any
way. The profits of the strike accrue to the soft-coal interests in politi
cally doubtful States like West Virginia, Kentucky, Ohio, Indiana, 
Illinols, Mlss~uri, which is very satisfactory from the point of view of 
party strategy. 

Above all, the recommendations include provision for publicity of the 
coal operators' accounts under Federal supervision, and that is not tho 
sort of thing that Mr. Coolidge, or Mr. Mellon's pretorian guard of 
industrial captains, cares to see enacted Into law. He has sworn not 
to interfere with the prerogatives of big business and to defend it 
against all inspection and regulation by the Government. The coal 
proposals made by the Hammond commission and sponsored by Mr. 
Coolidge in effect declare coal a public utility and subject the coal 
companies to Federal regulation. Calvin Coolidge does not see himself 
gladly as the sponsor of legislation which Mr. Mellon's following must 
regard as almost bolshevist in its implications. That at lx>ttom is the 
compell1ng reason why Mr. Coolidge is determined to do nothing to 
protect the public against recunence of the strikes. The proposals he 
1s committed to are contrary to his philosophy, and as a pt·ecedent they 
are objectionable to the large Interests which Mr. Coolidge has set 
himself to please. 

RECESS 

Mr. SMOOT. I move that the Senate carry out the order 
previously made with reference to a recess. 

The motion was agreed to; and the Senate (at 10 o'clock and 
8 minutes p. m.), in accordance with the order previously 
entered, took a recess until to-morrow, Friday, February 12, 
1926, at 11 o'clock a. m. 

HOUSE OF REPRESENTATIVES 
THURSDAY, Februa1"!f 11, 1926 

The House met at 12 o'clock noon. 
Rev. S. Carroll Coale, McKendree Methodist Episcopal 

Church, offered the following prayer : 

Almighty God, before whom we bow in humility and rever
ence, unto whom the heart of humanity must always turn, 
wilt Thou be pleased to smile upon us with smiles of approval 
as we, Thy children, pray. Grant that upon this gathering 
here assembled there might come that assurance of Thy guid
ance and care. Be pleased to direct and pro. per all of their 
consultations that out of them there may come glory to the 
church, advancement to the Kingdom of God, and safety and 
protection to Thy children, that down through the years Thy 
children may have piety and religion, honor and happiness, 
justice and peace. May each person in Thy presence know the 
intimacy of -Thy fellowship so -that~ in the years to come we 
ma-y know that there is One who stands by us in our problems, 
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